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Office  of  the  Mayor 
San  Francisco 


FRANK  M.  JORDAN 


July  24,  1992 


Jack  Jenkins-Stark,  Chair 

and  Members 
Mayor's  Fiscal  Advisory  Committee 
77  Beale  Street,  #805 
San  Francisco,  California  94106 

Dear  Members  of  the  Mayor's  Fiscal  Advisory  Committee: 

I  write  to  thank  you  for  your  recent  MFAC  report.  It  reflects  an 
enormous  amount  of  work  and  careful  thought.  You  have  provided  a  great 
service  to  the  City. 

Through  this  report,  you  have  presented  a  wide  range  of  options  that 
the  City  can  consider.  As  you  know,  my  proposed  FY  1992/93  budget 
incorporates  several  of  your  proposals,  ranging  from  the  processing  of 
workers'  compensation  claims  to  increased  automation.  Many  more 
improvements  will  be  implemented  over  the  coming  months.  I  have 
attached  a  summary  of  the  work  plan  developed  by  my  budget  office,  for 
your  information. 

1  know  that  you  share  my  concern  that  the  report  and  its  findings  not 
be  misinterpreted.  As  we  discussed,  MFAC  reviews  of  departments  were  to 
provide  a  framework  for  further  discussion  and  analysis  by  the  Mayor, 
Commissions,  department  heads  and  their  staff,  the  Board  of  Supervisors, 
and  the  various  communities  that  are  involved  with  government  operations 
such  as  City  employee  labor  unions  or  community  advisory  groups.  You 
have  now  provided  that  framework  and  the  next  step--  public  review  and 
comment  prior  to  implementation  —  can  begin.  Such  review  affords  all  of  us 
an  opportunity  to  evaluate  different  viewpoints,  a  healthy  tiling  at  all  times. 
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There  are  several  points  on  which  I  wish  to  comment.  I  have  listed 
these  here,  in  order  to  better  focus  the  future  analysis  and  debate. 

The  MFAC  comparisons  of  service  levels  are  extremely  informative. 
It  is  important  that  San  Franciscans  better  understand  their  government  so 
that  we  can  work  together  to  match  our  service  levels  to  be  consistent  with 
available  resources. 

We  can  now  add  a  further  dimension  to  these  analyses  --  more  specific 
consideration  of  need.  In  some  instances,  our  service  levels  reflect  our 
diverse  population  with  complex  and  distinctive  needs.  As  financial 
constraints  continue  to  push  us  to  rebalance  our  service  delivery  system,  I 
know  we  must  compassionately  reshape  government  while  addressing  these 
needs. 

I  know  you  share  my  belief  that  analyses  of  programs  such  as  the  use 
of  outside  contractors  and  development  of  investment  strategies  should  take 
into  account  not  only  the  differential  costs,  but  also  the  need  to  maintain 
governmental  control  over  the  policies  and  ideals  that  give  San  Francisco 
government  its  character  and  meaning.  We  also  must  consider  the 
government's  ability  to  serve  all  its  citizens  over  the  long-term,  retaining  the 
capacity  to  provide  services  that  outside  contractors  may  not  be  able  to 
provide  in  the  future.  Your  report  provides  the  important  economic  analysis 
that  is  necessary  before  we  turn  to  the  broader  social  and  policy 
considerations  involved. 

Several  areas  of  MFAC's  study  relate  to  the  City's  labor  relations 
policies,  such  as  those  involving  the  scheduling  of  police  officers,  salary- 
setting  and  scheduling  of  transit  operation  workers,  and  the  contracting  out 
noted  above.  The  report  notes,  correctly,  that  such  policies  are  subject  to 
meet  and  confer  and  collective-bargaining  agreements. 

The  meet  and  confer  process  is  a  collaborative  one.  It  is  most 
effective  when  both  parties  -  management  and  labor  --  join  together  to 
cooperatively  address  issues  of  mutual  concern,  and  without  either  party 
deciding,  in  advance,  what  the  outcome  should  be.  I  plan  to  pursue 
discussions  regarding  several  of  the  ideas  presented  in  the  MFAC  report,  and 
look  forward  to  working  together  with  the  affected  employee  groups  to 
respond  to  the  costs  and  efficiencies  that  the  report  addresses.  The  outcome 
of  these  discussions  may  differ  in  some  respects  from  that  outlined  in  the 
MFAC  report. 


In  passing,  I  want  to  especially  note  your  acknowledgment  of  the 
importance  of  Laguna  Honda  Hospital,  as  a  public  health  care  facility,  to  the 
citizens  of  San  Francisco. 

I  share  MFAC's  concern  for  the  maintenance  of  Laguna  Honda's 
federal  waiver  that  enables  us  to  serve  Medi-Cal  and  Medicare  patients  at  the 
facility.  I  understand  that  the  proposed  1993  bond  issue  will  enable  the  City 
to  ensure  the  facility's  federal  eligibility.  I  also  share  MFAC's  desire  to  have 
the  hospital  run  efficiently,  in  line  with  the  City's  fiscal  constraints,  and  look 
forward  to  implementation  of  specific  recommendations  for  operational 
improvements. 


I  am  extremely  proud  of  the  MFAC  report,  and  appreciative  of  the 
hours  of  work,  discussions  and  analysis  involved.  I  look  forward  to  working 
with  you  as  we  proceed  to  the  next  phase  of  public  review  and  discussion. 

Sincerely, 


Frank  M.  Jordan 
Mayor 


FMJ/mkla 


Attachment 

Budget  Staff  Workplan 

Citywide  tasks: 

Staff  will  begin  working  on  the  following  tasks: 

•  Examine  service  levels  and  develop  workload  measures  with  departments. 

•  Develop  and  implement  MBOs. 

•  Issue  quarterly  financial  reports  on  key  budget  issues,  based  on  department  financial  data. 

overtime 
premium  pay 
workers  compensation 

•  Monitor  personnel  turnover  rates  in  Departments. 

•  Examine  user  and  service  fees. 

•  Monitor  the  implementation  of  the  Assessor's  automation  system. 

•  Review  employee  parking  policies  and  practices  to  determine  revenue  potential. 

•  Work  with  Tax  Revenue  Team  to  implement  use  of  revenue  and  expenditure  forecasting 
models. 

Police  Department: 

•  Continue  review  of  the  4-10  plan  and  discussions  with  POA. 

•  Continue  review  and  analysis  of  the  number  of  stations,  number  of  supervisors,  and  the 
use  of  civilians.  Work  with  the  Department  to  determine  the  optimal  staffing  pattern, 
with  particular  emphasis  on  911  dispatching. 

•  Review  Senior  Escort  Service  to  improve  efficiency  of  operations. 


MUNI: 

•  Work  with  the  Department  to  develop  a  proposal  for  premium  fares. 

•  Monitor  new  revenues  against  Department  forecast  (1st  and  2nd  qtrs). 

•  Work  with  MUNI  to  identify  parallel  service  routes  as  possible  candidates  for  service 
consolidation  (year-long). 

•  Work  with  MUNI  to  identify  funds  for  capital  expenses  associated  with  implementing  a 
Proof  of  Payment  system  (year-long). 

•  Identify  and  assess  alternatives  for  additional  tax  assessments/transit  impact  fees. 

•  Pursue  alternatives  for  the  reorganization  of  the  PUC  and  bureaus. 

Health  Departments: 

•  Review  mental  health  delivery  system  for  improvements. 

•  Review  contracting   methods  to  consolidate  paperwork  and  address  administrative 
efficiencies. 

•  Review  enterprise  structure  of  the  hospitals. 

Civil  Service: 

•  Monitor  the  implementation  of  the  performance  evaluation  system,  which  is  currently  in 
process. 

•  Initiate  implementation  of  the  salary  interval  (benchmark)  study  for  recommendations  to 
more  appropriately  establish  benchmark  classifications. 


Retirement: 

•  Monitor   the   implementation  of  the  Third  Party   Administrator  contract   including 

adherence  to  proposed  milestones. 
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Social  Services: 

•  Work  with  the  Department  to  implement  Foodstamps/GA  consolidation  in  latter  half  of 
92-93.  This  task  wouid  also  depend  on  the  budget  proposals  coming  from  the  State  (3rd 
qtr). 


Recreation  and  Park: 

•  Follow  up  on  Controller's  audit  on  Marina  yacht  berths,. 

•  Explore  expanded  revenue  usage  of  Kezar  Stadium.  The  Department  reports  that  this 
recommendation  may  be  limited  because  of  neighborhood  opposition  to  extensive  use  of 
Kezar  as  a  large  event  site. 

•  Explore  feasibility  with  Department  of  reducing  staffing  costs  further  for  1993-94. 
Develop  a  simple  model  for  costing  out  department  salary  expenses. 

•  Continue  to  pursue  transfer  of  Zoo  to  Zoological  Society. 

•  Explore  the  continued  need  for  a  plant  nursery. 

•  Work  with  the  Department  to  develop  an  equipment  replacement  plan 

Sheriff: 

•  Review  Department's  organization  and  staffing  patterns  (1st  quarter). 

•  Review  consent  decree  requirements  for  potential  savings  (1st  qtr.). 

•  Establish  clear  policy  on  the  collection  of  citizenship  data  and  expedite  the  transfer  of 
illegal  aliens  to  INS  (2nd  qtr). 

•  Develop  a  workplan  to  cost-justify  and  implement  a  startup  court  management  system 
(3rd  and  4th  qtr). 

Public  Works: 

•  Review  benchmarks  for  crafts  workers. 

•  Continue  to  review   fee  structures  for  planning  and  building  permits. 

3 


MAYOR'S  FISCAL  ADVISORY  COMMITTEE 
STATEMENT  OF  OBJECTIVES 


Preamble 

The  Mayor's  Fiscal  Advisory  Committee  shall  respond  to  official  requests  for 
assistance  from  City  government  and  be  results  oriented.  Its  general  approach  will  be  not 
only  to  study  CHy  problems  and  make  recommendations  but  also  to  see  that  they  are 
implemented  to  the  fullest  extent  possible.  The  committee  shall  draw  on  pro  bono  private 
sector-community  resources  -  not  as  a  substitute  for  public  sector  resources  -  but  as  a 
means  of  strengthening  government's  ability  to  do  a  better  job  in  meeting  its  future 
responsibilities.  The  Committee  shall  continue  to  service  at  the  pleasure  of  the  Mayor 


*********************************** 

The  purpose  of  the  Committee  is  to  provide  management  review  and  suggestions 
for  improvements  in  San  Francisco  City  government  executive  operations  which  will 
maintain  essential  municipal  services,  especially  under  revenue  limitations. 

The  Committee  will  seek  to  increase  the  efficiencies  and  productivity  of  the 
executive  administration,  departments,  and  work  force  of  the  City  through  professional 
studies  of  key  activities,  formation  of  practical  plans  for  achieving  agreed  upon  goals,  and 
the  implementation  of  plans  in  full  cooperation  with  all  concerned.  The  Committee  shall 
likewise  study  the  revenue-raising  activities  of  City  government  and  make 
recommendations  for  achieving  efficiencies  and  rational  fee  relationships  to  costs  of  actual 
services  provided. 

The  Committee  will  explore  the  extent  to  which  longer  range  fiscal  planning  can  be 
applied  to  practical  City  management  by  helping  to  anticipate  budget  needs  and  the  means 
by  which  to  meet  them  more  than  one  year  ahead. 

It  is  not  the  objective  of  the  Committee  to  eliminate  services,  but  any  programs 
which  are  found  to  be  redundant,  wasteful,  or  unnecessary  will  be  identified  for 
appropriate  official  action.  Duplication  of  City  services  by  state,  federal,  or  other  public 
agencies  should  be  identified  for  possible  transfer  at  a  reduction  in  cost  to  one  or  another 
of  these  agencies.  The  Committee  shall  likewise  seek  to  assure  that  City  departments 
make  use  of  all  available  state  and  federal  aids  and  coordinate  programs  funded  with  such 
aid  with  programs  funded  with  local  dollars. 

The  Committee  sha/f  also  recommend  any  changes  in  the  City  Charter  and  any  new 
ordinances  which  in  its  view  will  promote  efficiencies. 
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The  Committee  shall  also  monitor  the  level  of  public  -  including  investor  - 
confidence  in  the  present  and  future  economy  and  management  of  the  City  in  order  to 
report  trends  which  affect  financial  prospects  for  the  City  and  job  opportunities  for  all 
San  Franciscans. 

The  Committee  will  form  task  forces  of  its  members  and  others  to  perform  specific 
review  projects  as  it  deems  necessary  to  achieve  its  goals.  Such  task  forces  will  also 
monitor  progress  made  toward  implementation  of  remedial  recommendations  and  report 
regularly  to  the  full  Committee. 

To  promote  these  objectives,  the  Committee  shall  enjoy  latitude  in  its  work  to 
consult  freely  with  the  Mayor,  the  Chief  Administrative  Officer,  and  the  Board  of 
Supervisors  and  their  staffs  to  provide  assistance  and  to  help  implement  the  Committee's 
recommendations.  All  City  government  requests  for  management  advice  and  assistance 
from  the  Mayor's  Fiscal  Advisory  Committee  shall  be  coordinated  by  the  Mayor's  Office. 

The  Committee  will  meet  regularly  with  the  Mayor  and  other  senior  City  officials 
to  give  progress  reports,  receive  advice,  and  consider  requests  for  further  assistance. 

Committee  public  statements  shall  be  cleared  with  its  leadership  prior  to  release. 
Such  statements  should  cover  working  procedures  and  results  rather  than  speculative  or 
hopeful  assessment  of  future  effectiveness. 

An  important  aim  of  the  Committee  will  be  to  help  strengthen  public  sector/private 
sector  relationships  in  the  interest  of  making  San  Francisco  a  better  City  for  all  citizens. 


Approved  by  Mayor  Frank  M.  Jordan 


MFAC  OBJECTIVES 


WHAT 


To  help  strengthen  City  government's  ability  to  do  a  better  job  in  maintaining 
essential  municipal  services  and  in  meeting  its  future  needs,  especially  under 
revenue  limitations. 


HOW 

•  By  responding  to  official  requests  for  help. 

•  By  studying  City  problems,  making  recommendations  and  seeing  to  their 
implementation. 

•  By  focusing  on  ways  to  improve  productivity,  efficiencies  and  revenues,  and 
to  reduce  waste. 

•  By  exploring  ways  to  improve  the  City's  fiscal  planning  process,  and  helping 
City  management  anticipate  budget  needs  and  the  means  to  meet  these 
needs  more  than  one  year  ahead. 

WHY 

To  help  make  San  Francisco  a  better  City  for  all  citizens. 

OUR  GUIDING  PRINCIPLES 
1.We  are  not  a  political  organization. 

2.  We  don't  create  work.  We  serve: 

•  on  request 

•  at  the  Mayor's  pleasure. 

3.  We  don't  seek  publicity;  all  work  is  confidential. 

4.  We  see  recommendations  through  to  completion. 

5.  We  credit  department  heads  for  ideas  that  develop  from  our  work  together. 
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Associate  Partner 
Management  Consultant 
Vice  President 

Executive  Vice  President 
Senior  Financial  Analyst 
Assistant  to  the  CAO 


BPA 

Pacific  Gas  &  Electric  Co. 

Pacific  Bell 
Bank  of  America 
Hoover  Institution 
City  &  County  of  S.F. 
SRI  International 


Peat  Marwick  Main 
PaineWebber  Inc. 
Deloitte  &  Touche 

Peat  Marwick  Main  (Oakland) 
Peat  Marwick  Main 


Cooley,  Godward,  et.  al. 
Wells  Fargo 
Cooley,  Godward,  et.  al. 
Bay  Area  Economic  Forum 
Cooley,  Godward,  et.  al. 
Wells  Fargo  Bank 
Genentech 
Grosvenor  Properties 


Skidmore,  Owings  &  Merrill 
Waterman  Miller 
Booz,  Allen  and  Hamilton 
Bank  of  San  Francisco 
Bank  ol  America 
City  and  County  ol  SF 


MFAC  Member 

"Bold  Type"  are  Team  Leaders 
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TEAM  5:  HEALTH  SERVICES 


Tom  Cusack 
'Paul  Rosenstiel 

Deborah  Alvarez-Rodriguez 
Laura  Gardner 
Janine  Guillot 
'Deborah  Jay 
Joan  Meisel 
Kathleen  Murren 
Dave  PersseJin 
Bob  Winn 


Vice  President 
Vice  President 

Assist.  Dir.  Budget  &  Planning 
Senior  Health  Researcher 
Senior  Technical  Accountant 
V.P.  &  Research  Director 
Vice  President 
Manager 
Graduate  Student 
Vice  President 


Transamerica  Corporation 
The  First  Boston  Corp. 
City  &  County  of  S.  F. 
SRI  International 
Bank  of  America 
Field  Research  Corporation 
Lewin  /  ICF 
Andersen  Consulting 
Stanford  University 
Bank  of  America 


TEAM  6:  SOCIAL  SERVICES 


•Ed  Burdett 
Sally  Kipper 
Kris  Larson 
Barry  La stra 
'Linda  Mjellem 
Ed  Schneider 
David  Stephens 


Vice  President 

Dept.  of  Social  Services 
Financial  Consultant 
Senior  Consultant 
Dir.  of  Business  Assistance 
Coordinator,  Investor  Relations 
Vice  President 


Goldman  Sachs  &  Company 

City  &  County  of  S.  F. 

Bank  of  America 

Chevron  Corp. 

City  &  County  of  S.  F. 

PG&E 

Goldman  Sachs 


TEAM  7:  CULTURE  AND  RECREATION 


'Mike  Riley 
'Clark  Warden 

Melmda  Su 


Regional  Vice  President 
Senior  Vice  President 

Business  Analyst 


Union  Bank 
Sumitomo  Bank  of  Calif. 

Deloitte  &  Touche 


TEAMS:  ADMINISTRATION  AND  FINANCE 


'Roy  Nordman 

Peter  Corripo 

Tim  Doss 

Janice  Frazier-Hampton 

John  Madden 

'Lee  Munson 

Paul  Ridgeway 

TEAM  9:  SPECIAL  PROJECTS 


CPA 

Senior  Financial  Analyst 

Manager 

Rate  Analyst 

Special  Projects  Manager. 

President 

President 


Coopers  &  Lybrand 

PG&E 

Coopers  &  Lybrand 

PG&E 

Controller's  Office 

A.L.  Munson  &  Company 

Easterday  Janitorial  Supply  Co. 


'Dick  Daniel 
'Lee  Munson 

CITY  &  COUNTY  RESOURCE  TEAM: 


Executive  Vice  President 
President 


Bank  of  America 

A.L.  Munson  &  Company 


Susan  Andrus 
*Ed  Harrington 
Larry  Garcia 
Peter  Goldstein 
John  Madden 
'Rudy  Nothenberg 


Gerardo  Sandova 

Teresa  Serata 

Arnie  Sowell 

John  Sucich 

A)  Walker 

Sam  Yockey  (Past  Finance  Director) 


Support  Team: 
Ernest  Culver 
Jennifer  Shannon 


Senior  Financial  Analyst 
Senior  Financial  Analyst 


Bank  of  America 
Bank  of  America 


MFAC  Member 

'Bold  Type"  are  Team  Leaders 
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SF  General: 

Increase  Insurance  revenues 
using  staff  /Info  systems 

Renegotiate  UC  agreement  to 
Improve  staff/service  control 

Consolidate  Outpatient  Services 
into  CPHS  clinics 

End  linkage  of  nurses'  pay  to 
highest  pay  In  Bay  Area 

Mental  Hearth 

Change  delivery  system,  bring 
costs/patient  to  peer  level 

Laguna  Honda 

Actively  pursue  continuation 
of  federal  waivers 
Note:  If  waivers  are  not 
continued,  to  replace  Laguna 
Honda,  estimated  debt  service 
costs  would  be  $4 1  mllllon/yr 
to  service  $500  million  In  6.6% 
bonds  over  25  years 
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CM 

CM 

Add  caseworkers  to  qualify 
GA  recipients  for  state  or 
federal  aid  programs. 

Technology  Investment  to 
Increase  worker  efficiency. 

Merge  administration  of  GA 
and  Food  Stamps  programs. 
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Review  4-10  scheduling;  revise 
overtime  procedures 

Privatize  Senior  Escort  Service 

.  Shift  remaining  parking  com- 
plaints to  Parking  Department 

.  Utilize  private  sector  Janitor  and 
maintenance  contracts 

Long  Term 

Increase  use  of  civilians  to  peer 
city  level 

Reduce  number  of  district 
stations  from  nine  to  three,  and 
eliminate  6  captain  and  24 
lieutenant  positions  used  at 
the  stations  closed. 
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Use  private  firm  to  collect  fines 

Transfer  Superior  Court  costs  to 
State  of  California 
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CM 

1.  Cut  Operating  Expenses 

Eliminate  extra  10%  over  market 
pay  rates  now  given  to  crafts 
workers 

Develop  simpler  procedures  for 
contracting  out  small  jobs. 

2.  Increase  revenues 

Move  more  single  family 
project  approvals  to  Building 
Dept.  speed  processing,  and 
have  fees  cover  costs. 

Expand  fee  structure  for 
expedited  processing;  charge 
fees  that  cover  costs  of 
planning  revtews 

3.  Avoid  future  debt  service 

Lobby  wrth  state/federal  gov't 
to  obtain  relief  on  filtration  re- 
quirements for  Hetch  Hetchys 
already  clean  water.  Savings 
reflect  City's  share  of  debt  service 
on  $400  Million  of  25  year  bonds 
at  6.6%. 
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ENHANCE- 
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o 

Assessor 

Develop  a  core  of  well-trained 
professionals.  Target  high  value 
properties.  Develop  a  property- 
based  Information  system  linked 
to  tax  collector,  BBI  &  ISD.  Assign 
a  professional  to  'take  charge." 

Streamline  &  automate  work  of 
assessing  personal  property. 

Tax  Collector 

Implement  property-based 
Information  system  with  Assessor 
to  speed-up  tax  collection.  Also, 
use  PCs  to  automate  dept. 

Retirement  System 

Increase  fund  yield  .8%  to  peer 
levels  over  time  by  revising 
mix  of  Investments  used. 

Hire  third  party  administrator, 
(aTPA)  to  reduce  excessive 
claims  costs. 
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Mayor's    Fiscal   Advisory   Committee 


Tax  Revenue 

Team 


Summary  of  Results 


March  4, 1992  Estimates:   Not  for  Release  to  the  Public 


Overview 


Tax  Revenues  Wilt  Grow  Faster  than  Inflation  (Annual  Percent  Change) 

8.. 

Growth  in  $  Tax  Revenues 


1991 


1992 


1993  1994  1995  1996 


Despite  the  lack  of  economic  growth,  tax  revenues  will  increase  somewhat 
faster  than  the  rate  of  inflation  in  every  year,  fiscal  1992  through  1996.  The 
subcommittee  forecasts  tax  revenues  to  increase  an  average  of  6.2%  per  year, 
with  a  real  (after  inflation)  revenue  increase  of  2.5%  per  year. 

Less  encouraging,  the  projected  increase  is  well  below  the  7.2%  increase 
experienced  in  the  prior  (86-91)  five  years.     In  addition,  growth  in  tax 
revenues  should  ideally  be  generated  by  the  economic  growth  and  improved 
vitality  of  the  City.     In  our  current  outlook,   tax  revenue  growth  is  consistently 
above  economic  growth.    This  will  create  a  tighter  squeeze  on  existing 
businesses  and  property  owners.     Relative  to  other  cities,  San  Francisco's 
business  climate  is  very  weak  and  is  expected  to  deteriorate. 


City  Woge  Income,  Tox  Revenues  (Mil.  $)  ond  Consumer  Price  Index  (CPl)  Forecasts 


1991 


1992 


1993 


1994 


1995 


1996 


City  Tax  Revenues 
%  change 

$923.5 
3.9 

987.2 
6.9 

1,047.9 
6.2 

1,106.6 
5.6 

1,168.5 
5.6 

1,237.5 
5.9 

Total  Wages  &  Salaries 
%  change 

$20,619 
4.2 

21,587 
4.7 

22,603 
4.7 

23,666 
4.7 

24,917 
5.3 

26,320 
5.6 

Consumer  Price  Index 
%  change 

136.3 
4.3 

140.8 
3.3 

146.0 
3.7 

151.5 
3.8 

156.9 
3.6 

162.9 
3.8 

Income  and  Taxes  in  millions;    CPl  base  year  1 982-84  =  1 00. 
Taxes  are  MFAC  forecast;    Income  and  CPl  are  Data  Resources,  Inc.  forecast. 


March  4,  1992  Estimates:   Not  for  Release  to  the  Public 


The  City's  Tax  Rates 


Real  Taxes  Per  Employee  &  Per  Capita  Are  Increasing  Over  Time  (1991  $) 
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Over  the  5  year  forecast  period,  City  tax  revenues  increase  at  a  fairly  steady 
rate  when  compared  to  employment  or  population  in  San  Francisco. 

Real  (above  inflation)  tax  revenues  per  business  job  increase  at  an  annual 
average  of  1.6%  over  the  period.  The  nominal  increase  (not  corrected  for 
inflation)  is  5.2%  per  year. 

Real  tax  revenues  per  City  resident  increase  at  a  larger  2.4%  annual 
average  over  the  period.     The  nominal  increase  is  6.0%  per  year. 

On  the  negative  side,  the  higher  tax  rates  will  hurt  the  competitiveness  of  the 
City's  firms  relative  to  those  outside.   The  90's  promise  lower  economic 
growth  and  very  tight  business  profits.     Higher  tax  rates  could  seriously  affect 
the  City's  ability  to  attract  new  firms  or  keep  its  current  jobs. 


San  Francisco  City  Real  Revenues  Forecasts  (1991  $) 
1991  1992  1993  1994 


1995 


1996 


Per  Business  Job 
%  change 

$1,573 
-0.9 

1.620 
3.0 

1.636 
1.0 

1,654 
1.1 

1.676 
1.3 

1,706 
1.8 

Per  City  Resident 
%  change 

$1,269 
-0.8 

1,319 
3.9 

1,350 
2.3 

1.373 
1.7 

1,402 
2.1 

1.428 
1.9 

Data  in  1991  dollars  per  employed  worker  and  per  resident  population;    MFAC  forecast. 
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The  City's  Economic  Outlook 


Revenues  Will  Increase  Despite  Little  Economic  Growth  (Annual  %  Change) 


Employment 


Population 


As  a  "mature"  city  with  little  undeveloped  land,  San  Francisco  should  not 
expect  to  grow  quickly.     There  are  some  indications,  however,  that  the  City's 
economy  has  for  some  time  been  operating  well  under  its  potential. 

The  number  of  jobs  in  the  City  is  expected  to  grow  at  an  average  annual  rate 
of  only  0.7%  over  the  next  5  years.  This  compares  with  an  average  growth 
of  1.7%  nationally  and  2.2%  in  California.  (DRI  expects  employment  in  every 
state  to  grow  faster  than  the  City's  0.7%). 

The  population  of  the  City  is  expected  to  decline  slightly  from  current  levels. 
This  compares  with  a  national  increase  of  0.8%  per  year  and  a  California 
increase  of  1.2  to  1.8%  per  year. 


Son  Froncisco  City  Employment  ond  Populotion  Forecosts   (Thousands) 
1991  1992  1993  1994  1995 


1996 


Employment 
%  change 

Population 
%  change 


587.2 

590.0 

598.1 

602.1 

605.8 

606.8 

0.6 

0.5 

1.4 

0.7 

0.6 

0.2 

727.6 

724.3 

724.6 

725.3 

724.0 

725.0 

0.5 

-0.5 

0.0 

0.1 

-0.2 

0.1 

Employment  and  Population  in  thousands;  Data  Resources,  Inc.  forecast. 
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Property  Tax  Revenues 


Property  Tax  Revenue  Growth  Rates  May  Change  (Annual  Percent  Change) 


CO 


Optimistic  Scenario 


Base  Case  Forecast 


CO 
CO 
CD 


CD 
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The  rate  of  increase  in  property  tax  revenues  has  plummeted  over  the  past  two  years. 
This  is  due  to  the  weakness  in  the  commercial  and  residential  real  estate  markets. 


Most  experts  feel  that  the  commercial  real  estate  market  is  fundamentally  weak  and 
will  remain  so  for  some  time.  They  argue  that  this  segment  of  the  economy  was 
over-built  because  of  tax  incentives  during  the  Reagan  Administration.  They  do  not 
expect  a  recovery  within  the  next  five  years.  The  growth  in  the  City's  property  tax 
revenues  will  thus  be  lower  than  during  the  1980's.  Only  by  encouraging 
development,  while  the  market  is  weak,  can  the  city  improve  revenue  growth  (the 
optimistic  revenue  case) . 

Most  experts  say  that  the  residential  real  estate  market  is  only  temporarily  weak. 
Current  problems  are  the  result  of  the  recession  and  tighter  mortgage  loan  policies  by 
most  banks.  Future  home  prices  -  and  property  tax  revenues  --  will,  however,  be 
much  lower  than  expected  a  few  years  ago.  City  tax  revenues  will  increase  only  with 
new  development  and  by  improving  the  safety  or  desirability  of  some  areas. 

Son  Ffoncisco  Cily  Property  Tax  Revenue  Forecast  (Thousands  $) 


1991 


1992 


1993 


1994 


1995 


1996 


Current  $ 

Base  Case 

$462,087 

495,195 

531.651 

563,848 

597,104 

632.566 

%  change 

3.6 

7.2 

7.4 

6.1 

5.9 

5.9 

Optimistic  Scenario 

546,017 

594,980 

647.177 

704,517 

%  change 

10.3 

9.0 

8.8 

8.9 

Real  (1991)$ 

Base  Case 

$462,087 

479,368 

496,329 

507,277 

518,708 

529,274 

%  change 

-0.6 

3.7 

3.5 

2.2 

2.3 

2.0 

Optimistic  Scenario 

509,741 

535.286 

562,207 

589,476 

%  change 

6.3 

7.8 

10.8 

13.6 

Data  are  in  thousands  and  include  Property  and  Property  Transfer  Taxes;    MFAC  forecast. 
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Business  and  Payroll  Tax  Revenues 


Business  and  Payroll  Tax  Revenue  Growth  (Annual  Percent  Change) 
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r                       Total  Increase 
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These  business  taxes  have  become  the  City's  second  largest  source  of 
discretionary  revenues,  after  property  taxes.  Except  when  the  rate  is  changed 
(as  in  1989-90),  revenue  increases  will  parallel  the  rate  of  inflation  and 
employment  growth. 

Because  many  other  local  governments  do  not  tax  businesses  directly,  this  is 
the  City's  most  conspicuous  and  controversial  source  of  revenue.  Even  minor 
changes  in  the  statutory  tax  rate  will  have  a  major  affect  on  the  business 
climate  and  thus  economic  growth. 

This  controversy  also  makes  the  business  tax  a  potential  economic 
development  tool.  Any  simplification  or  rate  reduction  would  show  the  City's 
"commitment  to  a  better  business  environment"  -  even  if  the  total  amount  of 
tax  collected  was  not  substantially  reduced. 

Son  Francisco  City  Business  k  Poyroll  Tax  Revenue  Growth  Forecast  (Annual  %  Ch.) 

1987    1988    19&9    1990    1991     1992    1993    1994      1995    1996 

Total  %  Change  5.9       5.2     17.2       7.6       3.7       2.2       3.5      4.5        5.0      6.5 

%  per  worker  5.8       5.0     15.8       5.6       3.2       1.7       2.1       3.8        4.4      6.4 

%  real  per  worker  2.2       0.9     11.1       0.2     -1.1      -1.6     -1.6      0.0        0.8      2.5 


*     Reflects  the  increase  in  the  City's  tax  rate. 
Revenue  change  is  MFAC  forecast;   Employment  and  Inflation  change  is  DRI  forecast. 
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Hotel  and  Sales  Tax  Revenues 


Hotel  &  Sales  Tax  Show  Stable  Revenue  Growth  (Thousands  $) 
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Both  of  these  revenues  sources  have  tended  to  show  a  smooth  pattern  of  growth  over 
time.  Taken  together  the  two  taxes  are  as  large  or  larger  than  the  total  business  tax 
collections.  There  are  few  policy  options  available,  however,  that  might  improve  the 
revenue  growth  for  either  hotel  or  sales  taxes. 

Over  the  past  5  years,  the  weak  U.S.  dollar  has  supported  an  increase  in  tourism 
nationwide.  San  Francisco's  hotel  tax  collections  have  benefited,  averaging  a 
healthy  growth  rate  of  7.7%  per  year.  For  the  coming  5  years,  MFAC  forecasts  a 
more  moderate  but  still  healthy  6.4%  annual  growth  rate.  This  lower  forecast  rate  is 
due  to  a  slightly  lower  inflation  rate.  Special  projects,  such  as  the  expansion  of  the 
Moscone  Center,  will  help  but  only  marginally  improve  the  totals. 

General  Fund  sales  tax  collections  are  dependent  on  a  large  number  of  economic 
factors  including  the  number  and  type  of  businesses,  tourism,  and  the  relationship  of 
the  City  to  the  rest  of  the  Bay  Area.  Over  the  past  5  years  the  growth  rate  was 
4.8%.  Because  of  the  current  recession  and  the  slightly  lower  expected  inflation, 
sales  tax  revenue  growth  is  expected  to  average  only  3.6%  over  the  next  5  years. 

Son  Froncisco  Cily  Hotel  ond  Soles  Tox  Revenue  Forecast  (Thousands  $) 

1991  1992  1993  1994  1995  1996 

Total  Hotel  &  Sales  $159,042      163,930       171,975       179,235      187,575      196,720 


%  change 

7.5 

3.1 

4.9 

4.2 

4.7 
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Hotel  Tax 

$69,557 

73,670 

77,675 

82,035 

86,875 

91,960 

%  change 

9.7 

5.9 

5.4 

5.6 

5.9 

5.9 

Sales  Tax 

$89,485 

90,260 

94,300 

97,200 

100.700 

104,760 

%  change 

5.9 

0.9 

4.5 

3.1 

3.6 

4.0 

Data  in  thousands  of  current  dollars  ;    MFAC  forecast. 
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Auto  and  Utility  Tax  Revenues 

Auto  &  Utility  Taxes  are  a  Significant  Source  of  Revenues  (Thousands  $) 
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These  individually  smaller  revenue  sources  now  produce  over  15%  of  the  total  City  tax 
revenues.  Several  policy  options  are  available  that  could  either  yield  more  revenues  or 
support  other  economic  goals. 

The  parking  tax  revenues  have  grown  slightly  higher  than  average,  7.7%  annually  over 
the  past  5  years.  Parking  rates  and  space  availability  should  be  given  careful  study. 
Better  management  would  increases  revenues  as  well  as  potentially  bolster  the 
commuter  or  tourism  segments  of  the  City's  economy. 

The  utility  tax  revenues  have  declined  over  the  past  5  years  and  are  expected  to  show 
no  growth  in  the  future  This  is  due  to  the  decline  in  Pac  Bell  rates.  The  statutory 
law  -  which  currently  excludes  residential  and  self-providers  —  should  be  reviewed. 

The  collection  of  traffic  fines  has  also  increased  much  faster  than  other  City  revenues, 
11.1%  annually  over  the  past  5  years.  If  linked  to  better  traffic  control,  this  might 
speed  the  commute  and  also  help  to  generate  higher  business  revenues. 

Son  Francisco  City  Automobile  ond  Utility  Tax  Revenue  Forecast  (Thousonds  $) 

1991     1992     1993     1994     1995     1996 


Motor  Vehicle  Tax 

$60,201 

75,000 

81,000 

87,000 

92,000 

97,000 

%  change 

-1.3 

24.6 

8.0 

7.4 

5.7 

5.4 

Parking  Tax 

$22,644 

26,527 

28.061 

29,683 

31,277 

33.047 

%  change 

-0.7 

17.1 

5.8 

5.8 

5.4 

5.7 

Traffic  Fines 

$38,423 

42,900 

47,040 

51.470 

56,210 

61.280 

%  change 

5.1 

11.7 

9.7 

9.4 

9.2 

9.0 

Utility  Users  Tax 

$25,846 

24,911 

23,964 

23,807 

24.133 

24.945 

%  change 

4.2 

-3.6 

-3.8 

-0.7 

1.4 

3.4 

Data  in  thousands  of  current  dollars  ;    MFAC  forecast. 
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Long-Term  Revenue  Growth  Summary 


Tax  Revenue  Growth  Trend  Downward  Over  Time  (Annual  Percent  Change) 
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We  forecast  that  growth  in  tax  revenues  will  gradually  slow  over  the  next  5 
years.  Revenue  growth  rates  also  remain  well  below  that  in  the  late  1980's. 
This  is  due  to  the  City's  weak  fiscal  base. 

New  residential  development  is  the  best  way  to  improve  the  fiscal  outlook 
without  increasing  tax  rates.  Most  studies  suggest  that  the  City  would  add  2 
new  jobs  for  every  3  new  residents. 

Methods  to  improve  parking  and  traffic  flow  could  increase  both  direct 
revenues  and  (indirectly)  commuter  and  tourism  revenues.  Unless  improved, 
however,  the  traffic  gridlock  will  prevent  outside  commuters  from  adding  much 
to  the  City's  employment  and  fiscal  base. 

The  City  should  dearly  identify  its  preferred  business  growth  and  set  up 
systems  to  accommodate  that  growth.  Major  structural  changes  are  evolving 
in  the  1990's  economy.  Communities  with  more  flexible  or  quicker  planning 
processes  will  have  the  advantage  in  attracting  the  premium  new  jobs. 


San  Francisco  Cily  Tax  Revenue  Change  from  Preceding  Year  (Percent) 
1968       1989       1990      1991      1992     1993      1994      1995     1996 
Currents  0.3         0.7        -3.9       -1.6       3.0       -0.7       -0.6       0.0       0.3 

1991  $  -0.2         0.0        -4.4       -0.5       3.8       -1.1       -0.6       0.2       0.1 

Data  computed  as  the  percent  difference  between  two  years'  revenue  growth;    MFAC  forecast. 
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PROPERTY  TRANSFER  TAX  FORECAST 
MFAC 

John  Gruenstein 
BPA  Economics 
12/12/91 

Summary 

Property  transfer  tax  receipts  are  forecast  to  hold  even  in  1992,  and  then  to  recover 
back  to  their  pre-recession  level  in  1993.  While  the  increase  from  1992  to  1993  is 
very  large,  this  pattern  is  consistent  with  recovery  from  the  1981-82  recession.  From 
1993  to  1996,  receipts  are  forecast  to  grow  at  their  long  term  rate,  8  percent,  the 
average  growth  rate  of  the  1982-91  period. 


o 


Property  Transfer  Tax  Receipts 


Son  Francisco,  1973-96 


1979     |     1981     |     1933     |     19B5     |     1987     |     1989     I     1991      |     1993     I     1995 

1980         1982         1984         1986         1988         1990         1992         1994         1996 


Q      Trans  Tax  Receipts 


Prop  Trans 

Pro] 

per 

ty  Transfer 

Tax 

Fiscal  Year 

Tax  Rec 

Receipts    % 

change 

1979 

$7,920 

0.007920 

1980 

$7,714 

0.007714 

-2.6% 

1981 

$8,319 

0.008319 

7.8% 

1982 

$7,580 

0.007580 

-8.9% 

1983 

$11,851 

0.011851 

56.3% 

1984 

$12,957 

0.012957 

9.3% 

1985 

$13,874 

0.013874 

7.1% 

1986 

$18,785 

0.018785 

35.4% 

1987 

$19,056 

0.019056 

1.4% 

1988 

$19,186 

0.019186 

0.7% 

1989 

$24,788 

0.024788 

29.2% 

1990 

$20,717 

0.020717 

-16.4% 

1991 

$13,695 

0.013695 

-33.9% 

1992 

$13,695 

0.013695 

0.0% 

1993 

$20,717 

0.020717 

51.3% 

1994 

$22,380 

0.022380 

8.0% 

1995 

$24,177 

0.024177 

8.0% 

1996 

$26,117 

0.026117 

8.0% 

Avg 
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PROPERTY  TAX  FORECAST 
MFAC 

John  Gruenstein 
BPA  Economics 
12/12/91 


Summary 

Property  tax  receipts  will  grow  653  percent  between  1991  and  1996,  an  annual 
average  rate  of  10.6  percent.  Growth  in  receipts  is  composed  of  growth  in 
assessments  at  approximately  the  same  rate,  and  an  average  effective  tax  rate  of 
0.8537  percent,  the  average  effective  rate  during  the  period  from  1986  to  1991.  This 
effective  rate  is  slightly  higher  than  the  average  rate  of  0.8307  percent  in  1991,  but 
is  lower  than  the  statutory  rate  of  0.8751565  percent. 

Assumptions 

1.  The  percentage  growth  rate  of  current  assessments  is  directly  related  to  the 
percentage  change  in  the  San  Francisco  CPI,  all  urban  consumers,  lagged  3  years  and 
of  the  percentage  change  in  U.S.  GNP  with  a  1  year  lead.  The  CPI  change  of  three 
years  ago  affects  assessments  because  of  the  lag  in  reassessment,  due  to  the  need  for 
a  resale  under  Proposition  13.  Real  estate  cycles  lead  the  overall  economy,  and  so 
the  property  tax  assessments  lead  GNP.  Because  we  have  a  forecast  of  GNP,  we  can 
use  this  to  forecast  assessments  one  year  back.  Since  the  equation  already  includes 
a  price  variable,  CPI,  the  deflated  GNP  is  used.   See  regression  4. 

2.  The  effective  tax  rate  is  assumed  to  be  the  average  effective  tax  rate  during  1986 
to  1991.  This  rate  was  higher  than  the  rate  during  the  preceding  five  years. 
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Property  Tax  Receipts 

San  Francisco,  1979-95 


J  979    |     1981     |     1983    |     19S5    |     1987    |    1989    |  1993    | 

1980  19S2  1954  1985  1988  1990  1992  1994  1996 


Q      Prop  Tax  Receipts 


Property  Tax  Assessments 
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O     Assessments 


Property  Tax  Rates 
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1920  1932  1934         1936  19B8  1990  1992  1994  1996 


D      Effective  Rote 


+      Statutory  Rate 


1979     1980     1981     1982     1983    1984     1985    1986    1987    1988    1989     1990    1991 


O      pet  chong*  ptox  +      pet  change  cpi(-3)  o      pet  change  gnp(+1) 


Fiscal  Prop  -tax  Pet 
Year  Receipts  Change 

1979  $95,597 

1980  $149,401  56.3% 

1981  $151,812  1.6% 

1982  $176,561  16.3% 

1983  $195,695  10.8% 

1984  $223,844  14.4% 

1985  $255,833  14.3% 

1986  $295,459  15.5% 

1987  $319,872  8.3% 

1988  $349,233  9.2% 

1989  $375,583  7.5% 

1990  $415,454  10.6% 

1991  $435,751  4.9% 

1992  $493,088  13.2% 

1993  $542,954  10.1% 

1994  $597,118  10.0% 

1995  $655,695  9.8% 

1996  $720,288  9.9% 
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Corporate  Analysis 

Financial  Analysis  4  Planning  3160 

799  Market  Street 
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Bank  ot  America  415/624 -2821 

The  Business  Tax  accounts  for  approx.  17%  of  total  San 
Francisco  tax  revenues  and  is  composed  of  four  individual 
sources: 

1)  Roofer  Vehicule  Tag  Fee 

2)  Registration  Fee 

3)  Business  Tax  (Gross  Receipts  Tax)  * 

4)  Payroll  Expense  Tax  * 

*  Note:  A  business  must  pay  the  higher  of  the  gross  receipts 
tax  or  the  payroll  tax,  but  not  both. 

The  forecast  for  the  business  tax  is  shown  in  schedule  1, 
rows  17-21  and  columns  B-H,  and  again  in  schedule  2. 
Growth  rate  charts  for  the  gross  receipts  tax  (business  tax) 
and  the  payroll  tax  are  on  schedules  la  and  lb, 
respectively. 

^Summary 

Payroll  Tax 

The  Payroll  Tax  is  currently  1.50%  of  the  part  of  a 
business' s  payroll  attributable  to  San  Francisco.   The  tax 
is  collected  yearly  by  early  March,  based  on  payroll  for  the 
preceding  calendar  year.  The  rate  remained  flat  at  1.10% 
from  1975  through  1980,  then  jumped  to  1.50%,  and  has  since 
fluctuated  between  1.50%  and  1.60%,  declining  from  1.60%  in 
1990  to  1.50%  today.  There  is  no  evidence  to  suggest  that 
the  payroll  tax  will  be  changed  during  the  forecast  period. 

The  rate-base  estimation  method  was  employed  in  the  forecast 
of  the  payroll  tax.  This  method  uses  a  calculated  effective 
tax  rate  times  a  statutory  base  to  forecast  revenues.   The 
base  used  is  total  annual  compensation  for  employees  in  the 
City/County  of  San  Francisco.   It  can  be  shown  that  total 
annual  compensation  is  a  very  strong  determinant  of  the 
level  of  tax  collections.   For  an  in-depth  discussion  of  the 
forecast  equation,  please  refer  to  attachment  8. 

Growth  in  the  payroll  tax  closely  follows  growth  in  total 
annual  compensation.   From  1993-1996,  we  estimate  payroll 
tax  revenues  to  grow  at  4.3-5.6%  per  year,  while  total 
annual  compensation  is  expected  to  grow  at  3.8-5.0%.   The 
current  recession  leads  us  to  believe  that  growth  in  payroll 
tax  revenues  will  be  only  1%  in  1992. 

Ernest  Culver  MFAC  Revenue  Team  I 


Business  Tax 

The  Business  Tax  (Gross  Receipts  Tax)  is  based  on  the  total 
amount  charged  or  received  for  all  sales  of  goods,  services 
performed,  etc.  including  all  receipts,  cash  credits  and 
property  of  any  kind  or  nature,  apportioned  according  to  the 
percentage  of  such  services  performed  in  San  Francisco.  The 
tax  is  collected  yearly  by  early  March,  based  on  gross 
receipts  for  the  preceding  calendar  year.   For  purposes  of 
this  tax,  businesses  are  grouped  into  15  different  classes, 
and  the  business  tax  rate  differs  for  each  class.  We 
employed  a  single  average  rate  of  0.31%  to  simplify  the 
analysis. 

The  rate-base  estimation  method  described  above  was  employed 
in  the  forecast  of  the  business  tax.  The  base  used  is  total 
annual  output  for  the  San  Francisco  metropolitan  area,  which 
includes  Marin  and  San  Mateo.   It  can  be  shown  that  total 
annual  output  is  a  good  determinant  of  the  level  of  tax 
collections. 

Historically,  growth  in  this  tax  has  been  6-9%  greater  than 
the  growth  in  output  itself.  To  be  conservative,  the 
business  tax  grows  only  3-6%  faster  than  the  underlying 
growth  in  output  in  our  forecast.  The  relationship  can  be 
seen  in  the  data  fit  chart  in  schedule  la.  The  effect  of 
the  1989  earthquake  was  taken  into  account  with  a  "dummy'1 
variable  in  the  year  199  0  and  a  small  "add  factor"  in  the 
first  forecast  year. 

Registration  Fee 

The  Registration  Fee  is  a  flat  charge  of  $150  per  business. 
It  was  first  collected  in  fiscal  year  1988-89.   The  lack  of 
historical  data  makes  it  difficult  to  forecast  revenues.  We 
were  able  to  determine  however,  that  the  number  of 
businesses  in  San  Francisco  has  changed  little  over  the  past 
10  years.   Therefore,  we  have  held  the  revenues  from 
collection  of  the  registration  fee  constant  over  the 
forecast  period. 

Following  is  a  more  detained  discussion  of  the  various 
parts  of  the  business  tax  and  the  underlying  data: 

1)  Roofer  Vehicule  Tag  Fee 

The  Roofer  Vehicule  Tag  Fee  is  immaterial  (  Ca.  $12,000  in 
1991)  and  is  thus  not  included  in  the  forecast  (see 
attachment  1) . 

2)  Registration  Fee 


Ernest  Culver  MFAC  Revenue  Team 


The  Registration  Fee  is  a  flat  charge  of  $150  per  business, 
and  is  allocated  pro  rata  if  a  business  registers  in  any 
month  other  than  the  first  month  of  the  fiscal  year.   This 
tax  was  first  collected  in  fiscal  year  1988-89.  The  lack  of 
an  adaguate  data  series  makes  it  difficult  to  forecast 
revenues  from  this  fee.   However,  we  were  able  to  obtain 
some  data  from  John  Ganaka  of  the  Tax  Collector's  Office, 
Business  Tax  Division  which  indicates  little  change  in  the 
number  of  businesses  doing  business  in  San  Francisco  over 
time  (see  attachment  2) . 

In  order  to  determine  whether  there  is  any  statistically 
relevant  correlation  between  the  number  of  businesses  and 
payroll  tax  receipts  (which  is  the  basis  for  the  regresssion 
analysis  for  the  payroll  tax  as  described  below) ,  we  ran  a 
regression  analysis  using  the  number  of  businesses 
(attachment  2)  as  the  independent  variable  and  payroll  tax 
receipts  as  the  dependent  variable.   The  result  is  an  r- 
sguared  value  of  0.21  or  21%.  We  conclude  that  there  is 
very  little  correlation.   Thus,  we  have  assumed  that  the 
revenues  from  the  Registration  Fee  remain  flat  over  the 
forecast  period,  assuming  that  the  fee  of  $150  per  business 
is  not  changed.   See  attachment  4  for  a  schedule  of 
Registration  Fee  collections  since  1988-89. 


3)  Business  Tax  (Gross  Receipts  Tax) 

The  Business  Tax  (Gross  Receipts  Tax)  is  based  on  the  total 
amount  charged  or  received  for  all  sales  of  goods,  services 
performed,  etc.  including  all  receipts,  cash  credits  and 
property  of  any  kind  or  nature,  apportioned  according  to  the 
percentage  of  such  services  performed  in  San  Francisco  (see 
attachment  3,  pg.  2). 

For  purposes  of  this  tax,  businesses  are  grouped  into  15 
different  classes,  and  the  business  tax  rate  differs  for 
each  class.   We  received  from  Mr.  Ganaka  a  schedule  of  tax 
collections  (attachment  4)  which  details  collections  since 
1975-76  and  we  obtained  a  computer  printout  (see  attachment 
5,  pg.  1-3)  of  the  collections  per  class  per  year  for  the 
years  1988  through  1990. 

The  lack  of  collection  data  per  tax  class  for  the  years 
before  1988  means  that  we  did  not  have  a  data  series  for 
each  class  which  could  have  been  used  to  forecast 
collections  for  each  tax  class  separately.   Therefore,  we 
averaged  the  effective  rates  in  the  years  1988,  1989  and 
1990  and  employed  the  resulting  rate  for  all  years  of  the 
data  series.  (One  Rate  Method) 
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One  rate  method 

Using  total  gross  receipts  and  total  tax  due  (attachment  5) , 
the  ratio  of  tax  due  to  gross  receipts  was  calculated  for 
the  years  1988,  1989  and  1990.   The  average  for  the  3  years 
is  a  business  tax  rate  of  0.31%.   This  rate  was  applied  for 
all  years  of  the  data  series  (see  schedule  1,  column  D) . 


Business  tax  forecast 

The  business  tax  forecast  is  based  on  a  regression  analysis 
using: 

a)  business  tax  receipts  from  Mr.  Ganaka  of  the  Tax 
Collector's  Office,  Business  Tax  Division  (attachment  4), 

b)  the  one  rate  method  (see  above) , 

c)  output  data  provided  by  Data  Resources  Inc.  (attachments 
€  and  7) . 

Column  C,  rows  1-16  of  schedule  1  shows  the  collections 
based  on  attachment  4.   Column  D  shows  the  rates  based  on 
the  one  rate  method.   Column  I  is  DRI  output  data  from 
attachment  6,  and  column  J  is  DRI  inflation  data  based  on 
attachment  7.  Column  K  is  calculated  as  I  x  J.  Column  L  is 
the  expected  tax  collections  based  on  the  underlying  output 
data  and  is  calculated  as  column  K  x  D.  Finally,  columns  L 
and  C  are  used  to  run  the  regression,  using  the  methodology 
described  in  attachment  8,  provided  by  Ken  Ballard,  Director 
of  Economic  Forecasting  at  PG&E.   This  methodology  is  based 
on  work  described  in  more  detail  in  the  documentation  for 
the  utility  and  sales  taxes. 

The  regression  coefficients  are  documented  in  schedule  2. 
The  resulting  data  fit  is  graphed  in  schedule  la.   The 
forecast  for  the  gross  receipts  tax  for  the  years  1992-1996 
is  shown  in  column  C,  rows  17-21  of  schedule  1  and  in 
summary  in  the  lower  section  of  schedule  2. 

4)  Payroll  Tax 

The  Payroll  Tax  is  1.5%  of  the  payroll  expense  of  a  business 
attributable  to  San  Francisco  in  a  given  year. 

The  payroll  tax  forecast  is  based  on  a  regression  analysis 
using: 

a)  payroll  tax  receipts  from  Mr.  Ganaka  of  the  Tax 
Collector's  Office,  Business  Tax  Division  (attachment  4), 


Ernest  Culver  MFAC  Revenue  Team 


b)  the  payroll  tax  percentage  rate  per  year  for  all  years  in 
the  data  series  (attachment  4) , 

c)  payroll  employment  data  provided  by  Walter  Hoadley  in 
conjunction  with  the  Bay  Area  Economic  Advisors  (attachment 
9)  and  annual  compensation  data  provided  by  Data  Resources 
Inc.  (attachment  10) . 

Column  E,  rows  1-16  of  schedule  1  shows  the  collections 
based  on  attachment  4.   Column  F,  rows  1-16  shows  the  rates 
based  on  attachment  4.   Column  M  is  payroll  employment  data 
from  attachment  9.   Column  N  is  DRI  annual  compensation  data 
from  attachment  10.   Total  annual  compensation  (Column  0)  is 
calculated  as  M  x  N.   Column  L  is  the  expected  tax 
collections  based  on  the  underlying  payroll  employment  and 
annual  compensation  data  and  is  calculated  as  column  0  x  F. 
Finally,  columns  P  and  E  are  used  to  run  the  regression, 
using  the  methodology  described  in  attachment  8.   This 
methodology  is  based  on  work  described  in  more  detail  in  the 
documentation  for  the  utility  and  sales  taxes. 

The  regression  coefficients  are  documented  in  schedule  2. 
The  resulting  data  fit  is  graphed  in  schedule  lb.   The 
forecast  for  the  payroll  tax  for  the  years  1992-1996  is 
shown  in  column  E,  rows  17-21  of  schedule  1  and  in  summary 
in  the  lower  section  of  schedule  2. 
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Estimation  and  Forecast  of  the  Payroll  and  Business  Tax 

Estimation 

The  Payroll  Tax  equation  uses  as  independent  variables  the  San 
Francisco  City/County  annual  employment  and  annual  compensation  per 
employee  to  capture  the  tax  base  and  multiplies  the  product  of  the 
two  with  the  tax  rate.  The  resulting  independent  variable  is  a 
proxy  for  expected  payroll  receipts.   The  estimated  equation  is 

Y  -  3,695,814.5  +  0.3972  X.  ! 

As  the  attached  graph  shows,  the  estimation  produces  a  very  good 
fit.  Moreover,  the  annualized  growth  rates  for  the  dependent  and 
independent  variables  are  almost  identical. 

The  Business  Tax  equation  uses  the  local  output  as  a  proxy  for  the 
tax  base.   The  estimated  equation  is 

Y  «=  -12,625,551.2  +  0.241  X  -  2,527,092.9  DUMMY. 

The  dummy  has  a  value  of  1  only  for  the  years  1989  and  1990  and 
captures  the  effect  of  the  89  earthquake  on  the  local  economy.  The 
coefficient  of  the  dummy  is  significant.  This  equation  represents 
a  satisfactory  fit.  The  growth  rate  of  output  and  therefore  of  the 
expected  receipts  is,  on  average,  9%  lower  than  the  growth  rate  of 
actual  tax  receipts. 

Forecast 

The  Forecasts  are  produced  by  using  the  above  equations  and  the 
last  period  residual  as  an  addfactor. 
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BUSINESS  TAXES  DIVISION 

ACTIVE  MAIN  ACCOUNTS* 

June  30,  1979  -  June  30,  1991 
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BALANCE 


June  30,  1979 
June  30,  1980 
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June  30,  1985 
June  30,  1986 
June  30,  1987 
June  30,  1988 
June  30,  1989 
June  30,  1990 
June  30,  1991 


*  Includes  multiple  classification  accounts 

*  Does  not  Include  sub  (location)  accounts 


Source:  Business  Taxes  Report  400 
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S     30,325,972.00 
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.00 

6       34,446,255.00 

1974-77 

4,737,993.00 

32,456,310.00 

1.U 

.00 

37,394,305.00 

1977-71 

S.AM. 762. 00 

34,436,147.00 

1.11 

.00 

37,902,909.00 

W8-79 

4,024.933.00 

36,639,686.00 

1.11 

.00 

42,644,441.00 

1979-10 

4.949,763.00 

42,710,846.00 
froa  4/1/80 

1.1X 
1.5X 

1 

.00 

47,440,431.00 

mo-oi 

10.270.236.00 

41,640,183.00 

1.3X 
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71,930,419.00 

1981-82 
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77,798,020.00 
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.00 

89,307,160.00 
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63.723,687.00 
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95,154,249.00 

1983-64 

12.071,069.00 

85,020,439.00 
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1.5X 
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97,095,508.00 
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96,594,242.00 
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92,596.437.00 
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106,545,261.00 

1984-87 

13.333,920.00 
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.00 

112,624,009.00 

1987-88 

16,338,914.00 

102,168,697.00 
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116,727,611.00 

* 
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1.6X 
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18,833,514.00 

112,113,097.00 

1.4X 

8, 
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000.00 

139,133,611.00 

1989-90 

20,274,862.00 

120,631,779.00 
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1.4X 

i.sx 

8, 

784, 
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149,691,371.00 

1990-91 

21.151,231.00 

126,437,022.00 

1.3S 

7, 

477, 
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155,265,911.00 
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HOTEL TAX 


Description  of  Tax 

San  Francisco  levies  an  11%  tax  on  the  gross  receipt*  of  city  hotels.  This  hotel  tax  accounts 
for  about  7 .5%  of  San  Francisco's  tax  revenue.  Revenue  growth  was  strong  throughout  the 
1980s,  averaging  13.9%  per  year  until  the  1989  earthquake.  In  that  year  (1989-90),  revenues  fell 
5.5  %  but  then  recovered  to  a  9.7%  increase  in  1990-91.  Tax  rates  were  raised  in  1981  (8%  to 
9.75%).  in  1986  (to  10.38%),  and  in  1987  (to  11%). 

Estimating  Future  Revenue 

We  would  expect  that: 

Hotel  Tax  revenue  (R)  ■  tax  rate  (t)  *  total  hotel  revenue  (B) 

B  =  f(supply,  demand  for  hotel  rooms) 

The  Best  Equation 

After  testing  a  series  of  alternatives,  the  following  equation  provided  the  best  results. 

T  ■  -.03668  +  .33321  (r)  -  .00424  (Q)  +  .00001  (GNP) 

t-2.5    I- -1.7    t-9.3 
R2-.99 

•  Q  represents  the  1989  earthquake.  The  San  Francisco  Convention  and  Visitors  Bureau 
reports  the  earthquake  had  strictly  a  1-year  effect  on  hotel  demand.  This  was  confirmed 
by  testing  other  alternatives. 

•  GNP  is  national  GNP  in  nominal  terms. 

•  r  is  the  hotel  tax  rate. 

5- Year  Forecast 

The  equation  was  then  used  to  make  a  5-year  revenue  forecast.  The  forecast  assumes  a  con- 
stant tax  rate,  no  other  earthquake  or  natural  calamity,  and  uses  the  DRI  GNP  forecasts.  Hotel 
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Utility  Tax 

Background 

The  City  collects  sizable  revenues  from  8  utility  tax  upon  non-residential 
customers.     The  definition  and  collection  of  the  tax,  however,  has  been 
quite  esoteric,  making  for  a  complex  estimation.    For  instance,  residential 
users  are  currently  exempt  but  have  not  always  been  so.    Some  non- 
residential users  are  exempt  or  have  partial  exemptions.    Self-providers 
(those  who  do  not  purchase  directly  from  the  utility)  are  de  facto  exempt. 

We  have  chosen  a  method  of  estimation  and  forecasting  that  we  think  will 
take  these  realities  into  account.  The  method  is  called  "Rate-Base".  It  is 
statistically  simple  but  with  a  strong  conceptual  underpining. 

Theory  Behind  the  Rate-Base  Estimation  Method 

Any  source  of  tax  revenues  can  be  defined  in  a  particular  fiscal  year  as  an 
effective  rate  of  collection  times  a  statutory  base.  This  is  a  very  common 
technique  which  uses  the  formula  shown  below: 

T  =        k   R  B  (1) 

where  T  denotes  the  level  of  tax  collections,    R  is  the  legislated  tax  rate 
and   B  the  legislated  tax  base.    The  mnemonic   k  represents  a  time- 
varying  constant  that  is  used  to  adjust  for  any  differences  between  the 
"statute  law"  as  opposed  to  the  "effective"  tax  incidence.     Because  most 
taxes  rely  on  a  series  of  different  rates  and  bases,  the  value  of  k  is  quite 
important  as  both  a  statistical  and  policy  variable.    The  value  of  k  is 
derived  indirectly,  through  an  empirical  estimation  where: 

T  R#   B  (2) 

such  that      R#        -        k  R     «=        (a         +        b)   R  (3) 

The  mnemonic  R*   refers  to  a  statistically  estimated  tax  rate  that  is  based 
upon  the  changes  of  the  effective  tax  rate   k  R  over  time.     Using  this 
approach,  the  tax  base  B  is  now  assumed  to  always  be  equal  to  its  full 
legislated  maximum.    The  computation  of  R*   incorporates  all  of  the 
differences  between  the  effective  and  legislated  values  for  both   R  and   B. 


When  the  legislated  rate   R    remains  unchanged  over  time  we  can  simplify 
the  equation  system  by  combining  equation  3  and  equation  I.The  result  is 
our  final  equation  4: 

T  =        a  +        bB  (4) 

For  our  study,   a   is  an  estimated  constant  term  and   b  is  an  estimated 
beta  value  .     Our  method  of  estimation  is  econometric,  using  an  ordinary 
least  squares  technique. 


San  Francisco  PG&E  Utility  Tax  Equation 

An  equation  estimated  for  the  PG&E  component  of  the  San  Francisco  City  / 
County  utility  tax.  This  covers  nearly  all  of  the  gas  and  electric  utility  tax 
collections  by  the  city.    The  results  of  the  estimation  are  shown  below: 


T  =        6105.5  +        0.02315  Tax  base 

(2.30) 

-f         2470.4  Dummy 

r-squared  is  0.50  Durbin-Watson  is  1.48 

adj.  r-squared  is  0.40 

The  "Dummy"  refers  to  a  dummy  variable  that  accounts  for  mid-year 
changes  in  tax  base  definitions.    This  occurred,  for  instance,  when  the 
residential  exemption  was  re-instituted  in  mid-1988.    Without  the  dummy 
we  would  misrepresent  the  fiscal  versus  calendar  year  collection  pattern. 
When  there  is  no  mid-year  change,  as  since  1989,   the  dummy  is  set  to 
zero. 

The  historical  data  for  the  PG&E  tax  base  is  taken  from  the  PG&E  Customer 
Accounting  Department.    The  base  is  considered  to  include  (1)  all 
commercial  and  industrial 8nd  interruptible  gas  revenues  and  (2)  all  light  and 
power  electric  revenues. 


San  Francisco  PG&E  Utility  Tax  Forecast 

We  now  use  the  equation  above  to  make  a  collections  forecast.    First, 
however,  we  must  make  an  Independent  forecast  of  the  statutory  tax  rate 
and  tax  base. 


The  Tax  Rate  is  assumed  held  constant  over  time;  that  Is,  it  does  not 
change  from  its  current  level. 

The  forecast  data  for  the  Tax  Base  is  computed  usirig  the  equation  shown 
below: 

B,     -     Bt.i     *     E,  /  E^     *     Pt  /  Pt_j     *     100  /  (100    -    0.33  •  {%Pt  -  %CPI}  ) 

The  tax  base  in  the  current  (forecast)  period   (t)   Is  computed  as  the  tax 
base  in  the  previous  period   (t-1)  ;  times  the  change  in  San  Francisco  City 
employment  E  over  the  past  period;  times  the  change  in  gas  and  electric 
prices   P  over  the  past  period;    times  a  price  elasticity  adjustment. 

The  price  elasticity  Is  the  amount  of  quantity  change  that  would  result  from 
a  relative  price  change.     In  the  equation  above,  the  elasticity  is  set  at  33 
percent.    That  is,  for  every  3%  increase  in  PG&E  prices  that  are  above  or 
below  the  general  rate  of  inflation,   we  will  expect  a  corresponding  change 
of  1  %  in  the  quantity  of  energy  consumed.    The  33  percent  elasticity  is 
fairly  standard  for  medium-term  energy  consumption,  but  low  relative  to 
most  other  commodities.     For  the  forecast,  the  change  in  the  Consumer 
Price  Index  CPI  is  used  to  adjust  for  the  average  (entire  economy)  inflation. 

Our  estimation  and  forecast  was  made  using  AREMOS  software  on  an  IBM 
(compatible)  personal  computer.    The  code,  which  includes  a  printout  of  the 
data  base,  is  attached.    A  graph  of  the  forecast  is  also  attached. 


Forecast  Data 

Fiscal  Year 

?  Ths, 

1991  -92 

16,291 

1992-93 

15,639 

1993-94 

15,741 

1994-95 

16,298 

1995-96 

17,291 

1996-97 

18,065 

1997-98 

18,526 
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PROJECTION  of  irnLTTY  USERS  TAX 
TELEPHONE  UTILITIES  PORTION 

The  telephone  portion  of  the  Utility  Users  Tax  was  developed  using  a  simple  model 
which  included  three  Independent  variables.   Those  variables  are  as  follows: 

A  variable  to  account  for  the  periodic  exemption  of  residential  use  (called 
"Invresx")  which  equals  1  when  residential  use  Is  taxed.  This  variable 
(weighted  for  the  number  of  months  In  use  In  any  particular  year  -  I.e., 
half  a  year  =  a  weight  Of  0.5)  Is  combined  (multipllcatlvely)  with  the  count 
of  SF  households  and  the  average  annual  rate  for  basic  residential  service. 

The  level  of  SF  employment  In  the  finance,  Insurance,  and  real  estate 
Industries  (called  "flreemp").  Those  Industries  are  relatively  heavy  users 
of  telecommunications.   The  DRI  history  and  forecast  was  used. 

A  variable  measuring  the  level  of  telephone  rates  (called  "ifrrate").  The 
basic  residential  service  rate  was  used  as  a  proxy.  No  other  acceptable 
measure  was  available.  This  proxy  Is  probably  acceptable  for  the  decade 
of  the  1980's.  Two  assumptions  were  simulated  for  the  forecast  period. 
One  assumes  that  nominal  rates  do  not  change  following  the  1991/2  fiscal 
year,  the  second  assumes  that  rates  fall  about  1%  annually  from  1991/2 
to  1996/7. 

The  chosen  equation  was  estimated  using  data  for  the  ten  fiscal  years  1981  -  1990, 
Inclusive.  This  relatively  short  period  was  chosen  so  that  the  experience  of  the  years 
after  the  1984  break-up  of  AT&T  would  get  relatively  heavy  weight. 

The  two  alternative  projections  stemming  from  the  two  assumptions  about  future 
telephone  rates  differ  as  follows.  The  projection  using  the  assumption  that  telephone 
rates  remain  constant  produces  a  pattern  where  revenues  fall  from  the  fiscal  90/91  $9.0 
million  level  by  a  slowing  rate  through  fiscal  95/96,  turning  up  slightly  In  fiscal  96/97 
to  $8.2  million.  Under  the  alternative  assumption  of  a  1%  annual  reduction  In 
telephone  rates,  tax  revenues  fall  at  a  faster,  only  slightly  attenuating  rate  and  stand 
at  $  7.1  million  In  f/scal  96/97,  13%  lower  than  the  alternative.  The  lower  protection  Is 
recommended  In  the  Interest  of  conservatism  and  as  a  reflection  of  the  rising  likelihood 
that  the  steady  Introduction  of  more  competition  to  the  telecommunications  Industry 
could  even  accelerate  telephone  rates  reductions,  further  reducing  tax  collections  In  the 
short  term. 

The  following  pages  show  the  data  used,  the  forecasting  equation  chosen,  the 
projections  calculated,  and  plots  of  the  results. 
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Tax  revenues  are  forecast  to  grow  an  average  of  5.7%  in  nominal  terms  over  each  of  the  next  5 
years.  Table  1  shows  the  values  and  increases  and  Figure  1  plots  actual  revenues  against  those 
predicted  by  the  model. 

Table  1 
Estimated  Revenues 


Year      Value  ($  OOOs)  Percent  Increase 
1992            73,672  5.9 

77,677  5.4 

82,033  5.6 

86,875  5.9 

91,959  5.9 


1993 
1994 
1995 
1996 


Actual  Revenue 
Estimated  Revenue 


1 1 1 1 1 1 1 1 1 1 


\ 1 — I 1 1 1 
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FIGURE1  ACTUAL  VS.  ESTIMATED  HOTEL  TAX  REVENUES 
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Policy  Implications 


After  testing  alternative  models  (see  Appendix  A),  it  turns  out  that  GNP  is  the  best  overall 
economic  variable  of  the  logical  options.  GNP  evidently  serves  as  a  reasonable  proxy  for  other 
key  variables  that  affect  hotel  room  revenues:  room  supply,  occupancy,  and  price. 

Although  revenues  are  very  subject  to  general  economic  trends,  policymakers  have  2  options 
to  increase  revenue.  By  raising  the  tax  rate  1  percentage  point  (from  1 1%  to  12%),  the  city 
would  see  only  minor  increases  in  revenue  (about  $300,000  in  1992)  and  risk  losing  business  to 
lower-tax  surrounding  area) 

Another  way  to  increase  hotel  tax  revenue  is  to  increase  the  base  by  bringing  increasing  the 
number  of  taxpaying  hotels.  There  is  strong  anecdotal  evidence  that  the  number  of  small  proper- 
ties acting  as,  but  not  licensed  as,  hotels  has  increased  in  the  last  few  years. 

Alternative  Variables  Tested 

Two  other  types  of  models  were  tested. 

Alternative  #7 :  Adding  Room  Supply 

A  room  supply  variable  (average  daily  room  supply)  was  added  to  the  above  equation,  adding 
a  supply  variable  to  GNP  which  would  serve  as  a  proxy  for  demand.  This  variable  tested 
insignificant,  however,  even  when  lagged  by  1  and  2  years. 

Alternative  #1;  San  Jose  Model 

The  model  used  by  San  Jose  to  estimate  tax  revenues  was  tested  for  the  San  Francisco  case. 
The  San  Jose  model  estimates  hotel  revenue/room  =  '   local  unemp,  CPI,  room  supply).  When 
this  equation  was  run  for  San  Francisco,  R.2  was  .91.  San  Jose  had  attained  an  R^  of  .98.  The 
simple  model  of  nominal  QNP,  rale,  and  quake  appears  to  be  the  best  fit. 
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HOTEL  TAX 

Alternative  Method 
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Sales  Tax 

Analysis  of  historical  data  indicate  that  an  extremely  close  relationship 
exists  between  published  taxable  sales  and  city  revenues.    There  is  little 
evidence  of  accounting,  timing  or  other  differences  that  can  often  distort 
the  collections  pattern. 

City  revenues  are  forecast  as  1%  of  the  taxable  sales  reported  during  each 
period.     The  recession  is  expected  to  cause  a  minor  fiscal  /  calendar  year 
timing  distortion.      The  percentage  is  expected  to  be  higher  by  0.007  in 
1991-92  fiscal  year  and  lower  by  the  same  amount  in  1992-93.. 

Relationship  between  Taxable  Sales  and  Tax  Collections 
San  Francisco,   Millions  of  Dollars 

Fiscal  Year  Taxable  Sales  Citv  Revenues         Percent 

Historical  * 

1985-86  7,245  70.8  0.990 

1986-87  7,328  73.4  1.000 

1987-88  7,740  77.0  0.995 

1988-89  8,206  83.5  1.018 

1989-90  8,544  84.5  0.989 

1990-91  8,891  89.5  1.007 

Forecast 

1991-92  9,170  90.2  0.993 

1992-93  9,436  94.3  1.000 

1993-94  9,723  97.2  1.000 

1994-95  10,065  100.7  1.000 

1995-96  10,474  104.7  1.000 

1996-97  10,918  109.2  1.000 

1997-98  11,445  114.4  1.000 

•  Fiscal  year  taxable  sales  data  is  estimated  from  the  average  of  the  two  calendar  years. 

The  taxable  sales  data  below  are  provided  by  PG&E  on  a  calendar  year  basis 
and  then  converted  into  a  fiscal  year  estimate.    Because  the  tax  base  is 
state-specific,  only  a  few  California  and  no  national  firms  make  forecasts  of 
taxable  safes.     When  choosing  a  forecast  of  taxable  safes,  one  must  be 
especially  careful.    To  be  accurate,  it  should  incorporate  a  realistic 
assessment  of  both  the  city  and  locatfonal  statewide  economic  base  as  well 
as  changes  in  consumption  patterns  and  state  tax  laws. 
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SAN  FRANCISCO  MOTOR  VEHICLE 
IN-UEU  TAX  RECEIPTS 

Purpose: 

The  purpose  of  this  exercise  wos  to  develop  a  model  to  forecast  In-fleu  tax  receipts 
for  Son  Francisco.  The  boundaries  were  that  ft  should  use  readily  available  data  for 
the  Independent  variables  ond  be  relatively  stTOlghtforward. 

Method: 

A  regressive  model  was  developed  using  AREMOS  (Advanced  Retrieval  and 
Econometric  Modeling  System)  for  the  personal  computer.  The  historical  dependent 
vortobie  and  the  dollar-based  Independent  variables  were  normalized  to  1982  levels. 
Several  regressions  were  run  using  the  following  variables; 


Rate  Dummy 


Percent  GNP 


San  Fronctsco 
Population 


Trend 


GNPCS82) 


Ratio.  San  Fronclsco 
to  Calif.  Population 


Vorlous  logs  ond  combinations  of  variables  were  used, 
each  case  1o  compare  with  the  model  statistics. 


San  Francisco 
Households 

California 
Personal  Income 


A  forecast  test  was  done  In 


Find'ng; 

The  regression  model  recommended  contains  the  rate  dummy,  trend,  GNP($82),  and 
San  Fronclsco  households.  Although  some  cross-correlation  is  evident  In  the  analysis 
of  voriance.  the  largest  miss  was  7.5%,  and  the  obsolute  averoge  miss  for  the  last 
seven  years  Is  only  2.2  percent.   (See  pages  2  and  3.) 

forecpst; 

The  model  over  forecasted  1991  by  3.6%.  If  one  ossumes  on  error  rate  based  upon 
depressed  auto  soles  for  1992  and  1993.  the  tTend  forecast  In  current  $M  might  look 
os  follows: 

BUSINESS 
CYCLE 

-5.0% 
-2.5 

0.0 

0.0 

0.0 

An  Increase  In  Vehicle  License  Fees  (VLF)  effective  August  1.  1991,  will  raise  the 
cumulative  tax  pold  by  36%  to  A6%,  depending  upon  whether  the  vehicle  Is  kept  or 
sold.  A  Bill  Anolysls  doted  June  13.  1991.  Indicated  a  fiscal  1991-92  effect  of  $781M, 
or  obout  40%.  A  new  onolysls.  taking  the  lock  of  economic  recovery  Into  occount. 
will  be  provided  In  Januory,  1992.  Until  that  Information  becomes  available,  we  would 
recommend  on  Increase  of  25%  to  be  conservative. 


YEAR 

MODEL 
TREND 

1992 
1993 
1994 
1995 
1996 

$63.0 
662 
69.4 
732 
77.3 

Adjustment; 

TREND 
FORECAST 

AUG/1.  FEE- 
ADJUSTMENT 

$60.0 
64.5 
69.4 
732 
773 
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81.0 
87.0 
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Version  1.41D(04:24:91)  — 

Reports  ■  Banks 


DMVINL 


DMVINL. BIM 
1 


ERR1 


Tools   — 


1978  0.021006  0.020648  -1.705009 

1979  0.023537  0.024204  2.830109 

1980  0.023415  0.025023  6.868161 

1981  0.026209  0.024244  -7.497431 

1982  0.024618  0.024363  -1.037215 
19B3  0.021549  0.020983  -2.626374 

1984  0.021542  0.022846  6.054559 

1985  0.035861  0.034993  -2.421206 
1966  0.042677  0.044209  3.589485 
1987  0.044741  0.044672  -0.153106 
1968  0.046284  0.045428  -1.849258 

1989  0.048916  0.047448  -3.001674 

1990  0.048291  0.047937  -0.731295 

1991  0.045780  0.047428  3.600185 

1992  0.046169 
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Ordinary  Least  Squares 

ANNUAL  data  for   14  periods  from  1978  to  1991 

Date:   9  DEC  1991  , 


dmvinl 


0.01507  •  rate2  4  0.00002  •  gnp82  4  0.00016  •  hh*sf 
(6.26631)  (3.57214)  (1.83048) 

-  0.00169  •  trend  -  0.09404 
(2.61446)  (2.23807) 


Sum  Sq 

0.0000 

Std  Err 

0.0014 

LHS  Mean 

0.0339 

R  Sq 

0.9898 

R  Bar  Sq 

0.9853 

F  4.   9 

218.424 

D.V.I  1) 

2.2578 

D.W.(  2) 

2.0657 
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0.0000 

Std  Err 
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PARKING  TAX 


KimWaluh 

SRI  International 

(415)859-6067 


Background 

S&n  Francisco's  parting  tax  accounts  for  about  2.5%  of  San  Francisco*!  tax  revenue. 
Average  annual  revenue  from  1979-91  was  s Dong,  12.1%,  but  erratic.  After  increasing  rapidly 
beginning  1981,  revenues  levelled  off  dramatically  beginning  in  1987  and  actually  fell  slightly 
the  last  two  years.  The  levelling  of  revenues  coincided  with  a  rate  increase  from  15%  to  20%.  A 
further  increase  to  25%  is  in  effect  beginning  in  1991-92. 

Estimating  Future  Revenues 

We  would  expect  that: 

Parking  Tax  revenue  (P)  ■  tax  rate  (t)  *  total  parking  revenue  (B) 

B  •  f(supply,  demand  for  parking) 

The  Best  Equation 

After  testing  a  series  of  alternatives,  the  following  equation  provided  the  best  results. 

P  -  -.02602  +  .12235  (r)  +  ..00020  (CPI)  -  .00167  (Q) 
t«5.7  t  =  6.9  t- 1.4 

R2=.97 

•  Q  represents  the  J  989  earthquake  dummy.  The  effect  of  the  earthquake  is  included  in 
historical  data  for  both  1990  and  1991.  This  is  because  problems  of  freeway  access  to 
downtown  remained  significant  through  1991. 

•  CPI  is  national  CPI,  which  should  approximate  local  CPI  and  proxy  for  parking  price 
increases. 

•  r  is  the  parking  tax  rate. 

5-Year  Forecast 

The  equation  was  then  used  to  make  a  5-year  collections  forecast.  The  forecast  assumes  the 
rate  increase  to  25%  begins  in  1992  and  remains  constant  thereafter,  and  uses  the  DRI  CPI  fore- 
casts. It  also  assumes  that  earthquake  damage  continues  to  affect  freeway  traffic  patterns  over 
the  course  of  the  forecast  period.  This  is  represented  by  a  dummy  earthquake  variable  of  .5  in" 
each  of  the  forecast  years. 
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Parking  tax  revenues  should  see  a  significant  increase  in  1991,  and  only  small  increases  aver- 
aging 3  %  in  each  of  the  remaining  years.  The  increase  occurs  mainly  because  of  the  assumption 
that  access  to  the  city  will  become  easier  due  to  the  repair/construction  of  transportation  routes. 
Table  1  shows  the  estimated  values  and  increases  and  Figure  1  plots  actual  revenues  against 
those  predicted  by  the  roodeL 

Table  1 

Estimated  Revenues 


Year 

Value  ($  000s) 

Percent  Increase 

1992 

31.498 

39.1 

1993 

32,414 

2.9 

1994 

33,473 

3.3 

1995 

34,594 

3.3 

1996 

35,694 

3.1 

40,000 


35.000 


30.000 


Actual  Revenue 
Estimated  Revenue 


<H 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 
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FIGURE  1   ACTUAL  VS.  ESTIMATED  REVENUES 
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Policy  Implications 

A  hypothesis  that  complicates  this  estimate  is  that  parking  tax  revenues  in  San  Francisco 
seem  to  be  subject  to  "threshold  behavior."  After  increasing  rapidly  through  1987  due  to 
increases  in  parking  demand  and  supply,  tax  collections  leveled  off  dramatically,  and  then  fell 
slightly  in  the  last  2  years.  Around  1987,  it  may  be  that  when  parking  reached  a  certain  high 
price  level  and  supply  became  relatively  fixed,  demand  flattened  as  people  sought  substitutes  to 
parking  or  going  to  the  city. 

This  behavior  is  of  course  difficult  to  prove  or  to  model.  By  depressing  demand,  the  appear- 
ance of  the  earthquake  in  1989  and  its  lasting  effect  actually  serves  as  a  proxy  for  this  threshold 
effect  The  lesson  for  policymakers  is  that  any  further  increase  in  the  parking  tax  rates,  is 
unlikely  to  bring  significant  revenue.  This  is  borne  out  by  the  exceptionally  low  increases  antic- 
ipated by  in  years  1993  through  1996. 

Alternative  Variables  Tested 

To  reflect  demand  for  parking,  beyond  the  earthquake  effect,  employment  in  the  city  was 
tested.  This  variable  turned  out,  however,  to  be  insignificant. 
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Appendix:  Parking  Tax 
Historical  and  Forecast  Data 
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PARKING  TAX 

Background  and  Theory 

San  Francisco's  parking  tax  accounts  for  about  2.5%  of  San  Francisco's  tax  revenue.  After 
increasing  rapidly  since  1980,  revenues  levelled  off  dramatically  beginning  in  1987  and  fell 
slightly  the  last  two  years. 

We  would  expect  that: 

Parking  Tax  revenue  (R)  =  tax  rate  (t)  *  total  parking  revenue  (B) 

B  =  f(supply,  demand  for  parking) 

Parking  Tax  Equation 

After  testing  a  series  of  alternatives,  the  following  equation  provided  the  best  results. 

T  =  -..0183158  +  .024782  (r)  +  ..00029501  (CPI)  -  .0033023  (Q) 
t  =  3.5  t  =  6.0         t  =  2.5 

R2=.97 

•  Q  represents  the  1989  earthquake  dummy.  The  effect  of  the  earthquake  is  included  in 
historical  data  for  both  1990  and  1991.  This  is  because  problems  of  freeway  access  to 
downtown  remained  significant  through  1991. 

•  CPI  is  national  CPI,  which  should  approximate  local  CPI  and  proxy  for  parking  price 
increases. 

•  r  is  the  parking  tax  rate. 

5- Year  Forecast 

The  equation  was  then  used  to  make  a  5-year  collections  forecast   The  forecast  assumes  a 
constant  tax  rate  and  uses  the  DRI  CPI  forecasts.  It  also  assumes  that  earthquake  damage 
continues  to  affect  freeway  traffic  pantems  over  the  course  of  the  forecast  period  This  is 
represented  by  a  dummy  earthquake  variable  of  .5  in  each  of  the  forecast  years. 

Year  Value  Increase 


1992 

26,527 

12.65% 

1993 

28,061 

5.78% 

1994 

29,683 

5.78% 

1995 

31,277 

5.37% 

1996 

33,047 

5.66% 

Parking  tax  revenues  should  see  a  significant  increase  in  1991,  and  constant  increases  averaging 
5.5%  per  year  for  the  remaining  years.  The  increase  occurs  mainly  because  of  the  assumption 
that  access  to  the  city  will  become  easier  due  to  the  repair/construction  of  transportation  routes. 
These  estimates  are  less  conservative  than  those  estimated  by  the  current  Agostini  model. 

A  hypothesis  that  complicates  this  estimate  is  that  parking  tax  revenues  in  San  Francisco  are 
subject  to  "threshhold  behavior.*'  After  increasing  rapidly  through  1987  due  to  increases  in 
parking  demand  and  supply,  tax  collections  leveled  off  dramatically,  and  then  fell  slightly  in  the 
last  2  years.  Around  1987,  it  may  be  that  when  parking  reached  a  certain  high  price  and  supply 
levelled,  demand  flattened  as  people  sought  substitutes  to  parking  or  going  to  the  city. 

This  behavior  is  of  course  difficult  to  prove  or  to  model.  By  depressing  demand,  the 
appearance  of  the  earthquake  in  1989  and  its  lasting  effect  actually  serves  as  a  proxy  for  this 
threshold  effect  The  lesson  for  policymakers  is  that  any  further  increase  in  the  parking  tax  rates, 
is  unlikely  to  bring  significant  revenue. 


Parking  Tax  foaAzi.    SCrf) 


Year 


Revenue  Tax 

(nominal )Rate 

CP1 

Earthquake 

1980 

1 

0.007378 

0.015 

82.4 

0 

1981 

2 

0.006380 

0.015 

90.9 

0 

1982 

3 

0.011035 

0.015 

96.5 

0 

1963 

4 

0.012302 

0.015 

99.6 

0 

1984 

5  0.012450 

0.015 

103.9 

0 

1985 

6 

0.013014 

0.015 

107.7 

0 

1986 

7 

0.015598 

0.015 

109.7 

0 

1987 

e 

0.020473 

0.200 

113.7 

0 

1988 

9 

0.021362 

0.200 

118.4 

0 

1989 

10 

0.023141 

0.200 

124.0 

0 

1990 

11 

0.022801 

0.200 

130.7 

1 

1991 

12 

0.022644 

0.200 

136.3 

1 

1992 

13 

0.200 

140.8 

0.5 

1993 

14 

0.200 

146.0 

0.5 

1994 

15 

0.200 

151.5 

0.5 

1995 

16 

0.200 

156.9 

0.5 

1996 

17 

0.200 

162.9 

0.5 
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Regression  #1:  Time  Series 


Regression  Output: 


Constant 

0.00497624 

Std  Err  of  Y  Est 

0.00160946 

R  Squared 

0.93774092 

No.  of  Observations 

12 

Degrees  of  Freedom 

10 

X  Coeffldent(s)  0.001651 
Std  Err  of  Coef.  0.000134 


Summary: Time 

Series 

Year 

Actual 

Estimate   Variation  Estimated 

Revenue 

Revenue 

Increase 

1980 

1 

0.007378 

0.006629 

10.15X 

1981 

2 

0.006380 

0.008280 

29.78X 

1982 

3 

0.011035 

0.009931 

10.00X 

1963 

4 

0.012302 

0.011562 

5.85X 

1984 

5 

0.012450 

0.013233 

6.29X 

1985 

6 

0.013014 

0.014684 

14.37X 

1986 

7 

0.015598 

0.016535 

6.01X 

1987 

8 

0.020473 

0.018186 

11.17X 

1988 

9 

0.021362 

0.019837 

7.14X 

1989 

10 

0.023141 

0.021488 

7.14X 

1990 

11 

0.022801 

0.023139 

1.48X 

1991 

12 

0.022644 

0.024790 

9.46X 

7.14X 

1992 

13 

0.026441 

6.66X 

1993 

14 

0.028092 

6.24X 

1994 

15 

0.029743 

5.88X 

1995 

16 

0.031394 

5.55X 

1996 

17 

0.033045 

5.26X 
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Regression  #2:  Agostlnl 
(tax  rate.  CP1) 

Regression  Output: 
Constant  -0.0118658 

Std  Err  of  Y  Est  0.00154090 

R  Squared  0.94863914 

No.  of  Observations  12 

Degrees  of  Freedom  9 

X  Coeffldent(s)  0.026854  0.00022933 
Std  Err  of  Coef.  0.008723  0.00005156 
t  stat  3.078420  4.44727500 

Sunrnary:  Agostlnl 

Year 


Actual 

Estimated  Absolute   Estimated 

Revenue 

Revenue   Variation  Ii 

icrease 

1980 

1 

0.007378 

0.007434 

0.76X 

1981 

2 

0.006380 

0.009383 

47.07X 

1982 

3 

0.011035 

0.010667 

3.33X 

1983 

4 

0.012302 

0.011378 

7.  SIX 

1984 

5 

0.012450 

0.012364 

0.69X 

1985 

6 

0.013014 

0.013236 

1.70X 

1986 

7 

0.015598 

0.013695 

12.20X 

1987 

8 

0.020473 

0.019580 

4.36X 

1988 

9 

0.021362 

0.020658 

3.30X 

1989 

10 

0.023141 

0.021942 

5.18X 

1990 

11 

0.022801 

0.023478 

2.97X 

1991 

12 

0.022644 

0.024763 

9.36X 

5.47X 

1992 

13 

0.025795 

4.17X 

1993 

14 

0.026987 

4.62X 

1994 

IS 

0.028248 

4.67X 

1995 

16 

0.029487 

4.38X 

1996 

17 

0.030863 

4.67X 
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Regression  #3:  Revised 

(tax  rite.  SF  CP1,  earthquake) 

Regression  Output: 


Constant 

-0.0163158 

Std  Err  of  Y  Est 

0.00123161 

R  Squared 

0.970S3395 

No.  of  Observations 

12 

Degrees  of  Freedom 

8 

rate 

SFCPI 

quake 

X  Coefflclent(s)  0.024782  0.00029501  -0.0033023 
Std  Err  of  Coef.  0.007022  0.00004906  0.00133842 
t  stat         3.528716  6.01263285  -2.4673567 
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SiBTnvary:  Re\ 

1sed  Equation 

Year 

Actual 

Estimated 

Absolute   Estimated 

Revenue 

Revenue 

Variation  Ii 

icrease 

1980 

1  0.007378 

0.006365 

13.73X 

1981 

2  0.006360 

0.008872 

39.06X 

1982 

3  0.011035 

0.010524 

4.63X 

1983 

4  0.012302 

0.011439 

7.02X 

1984 

5  0.012450 

0.012707 

2.07X 

1985 

6  0.013014 

0.013829 

6.26% 

1986 

7  0.015598 

0.014419 

7.56X 

1987 

8  0.020473 

0.020183 

1.42% 

1988 

9  0.021362 

0.021570 

0.97X 

1989 

10  0.023141 

0.023222 

0.35X 

1990 

11  0.022801 

0.021896 

3.97X 

1991 

12  0.022644 

0.023548 

3.99X 

7.54X 

1992 

13 

0.026527 

12.65X 

1993 

14 

0.028061 

5.78X 

1994 

15 

0.029683 

S.78X 

1995 

16 

0.031277 

S.37X 

1996 

17 

0.033047 

5.66X 
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TRAFFIC  FINES 
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Background 

Traffic  fines  account  for  about  4.2%  of  total  city  revenue,  and  grew  an  average  of  6.8%  per 
year  from  1981-1991.  Revenues  have  levelled  in  the  last  few  years  despite  more  effort  (i.e., 
more  traffic  officers)  on  the  part  of  the  city.  Traffic  fines  were  not  included  in  the  city's  previous 

revenue  model 

i 

Estimating  Future  Revenue 

Initially,  traffic  fine  revenues  were  thought  likely  to  be  a  function  of  the  number  of  enforce- 
ment officers,  the  the  average  fine  value,  the  fine  dismissal  rate  in  the  court  system,  and  activity 
In  the  city  (employment  or  population). 

Traffic  fine  revenue  *  a+  b  (avg.  fine  value)  +  c  (officers)  +  d  (dismissal  rate)  +  e  (SF  empl) 

The  Best  Equation 

The  best  estimates,  however,  came  from  an  equation  with  only  2  statistically  significant 
variables. 

F  « .00212  -  .00006  (officers)  +  .00357  (fine  value) 

t- 1.2  t-4.4 

R2-.87 

•  Officers  is  the  number  of  full-time  PCO's.  Data  from  Mayor's  office. 

•  Fine  value  is  the  average  fine  value,  computed  by  dividing  total  traffic  fine  revenue  by 
the  number  of  citations. 

Note  that  the  coefficient  on  traffic  officers  is  negative,  indicating  that  an  increase  in  the  number 
of  officers  is  associated  with  a  decrease  in  traffic  fine  revenue. 

5- Year  Forecast 

The  equation  was  used  to  make  a  5-year  revenue  forecast  The  number  of  traffic  officers  was 
assumed  to  remain  constant  (at  316)  and  average  fine  value  was  assumed  to  increase  by  the 
1980-1991  average.  With  these  assumptions,  traffic  fine  revenues  are  forecast  to  grow  an  aver- 
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age  of  9.8%  in  each  of  the  5  years.  Table  1  shows  the  values  and  increases  and  Figure  1  plots 
actual  revenues  against  those  predicted  by  the  model 

Table  1 
Estimated  Revenues 

Year  Value  ($  000s)  Percent  Increase 

1992  42,901        11.7 

1993  47,040         9.6 

1994  51,468         9.4 

1995  56,208         9.2 

1996  61,280         9.0 


70.000 


10,000 
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Estimated  Revenue 
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Policy  Implications 


That  are  problems  with  using  this  model  as  a  rational  predictor  of  revenue.  The  main  prob- 
lem is  that  the  2  independent  variables,  officers  and  fine  value,  appear  to  be  strongly  related  to 
each  other.  Average  fine  value  was  derived  by  dividing  number  of  citations  into  tax  revenue. 
Number  of  citations  appears  to  have  a  negative  correlation  with  the  number  of  traffic  officers;  an 
increase  in  officers  in  the  last  few  years  has  coincided  with  the  decrease  in  fine  revenues. 

If  this  model  is  to  be  used,  a  more  reasonable  assumption  is  that  the  average  fine  value  will 
remain  constant  over  the  forecast  period.  As  officers  were  added  (from  233  to  301),  the  number 
of  citations  awarded  decreased  20%.  So  as  officers  remain  constant,  is  is  more  likely  that  cita- 
tions and  thus  award  value  would  remain  constant.  Better  yet,  perhaps  an  independent  rather 
than  derived  measure  of  average  fine  value  can  be  secured  from  fine  schedules. 

The  key  policy  implication  from  this  exercise  is  that  more  traffic  officers  should  be  added 
only  if  the  objective  of  adding  them  is  more  orderly  traffic  behavior  for  safety  or  social  reasons. 
If  the  objective  is  greater  traffic  fine  revenue,  more  officers  appears  counterproductive. 
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Appendix:  Traffic  Fines 
Historical  and  Forecast  Series 
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Summary  of 
Recommendations 

Recommendation 

Result 

1. 

Expand  number  of 
caseworkers 

•    Increasing  caseworkers  creates  lower  caseload  per  worker, 
with  more  time  available  to  monitor  verification  measures, 
prevent  fraud,  and  implement  quality  control  systems. 

•  Lower  caseloads  permit  increased  verification  measures. 

•  Increased  verification  results  in  less  fraud  and  higher 
discontinuances. 

2. 

Merge  GA  and  Food  Stamp 
Programs 

•  5%  or  $1  million  in  net  annual  savings  could  be  realized. 

•  Merger  of  the  two  programs  will  increase  revenues  without 
additional  workers. 

•  Reduced  caseloads  lower  average  aid  payments. 

•  Elimination  of  duplication  will  create  more  efficiency. 

3. 

Invest  in  automation 

•  Automation  will  increase  caseworker  and  support  staff 
productivity. 

•  Increased  productivity  reduces  need  for  additional  staff. 

•  Further  study  is  necessary  to  determine  appropriate 
systems. 

4. 

Expand  Workfare  and 
GATES  program 

•  GATES  is  the  General  Assistance  Training  and  Employ- 
ment System 

•  Critical  for  long-term  improvement  of  each  indigent, 
providing  training  and  skills  that  can  be  used  to  reach  self- 
sufficiency. 

•  Workfare  provides  a  social  service  to  the  City  in  exchange 
for  receiving  aid. 
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Recommendation 


Result 


5. 

Streamline  SSI  Certification 
Process 


•  An  individual  that  moves  to  SSI  goes  oft  the  GA  roles. 

•  Close  coordination  with  the  City  Health  system  for  medical 
documentation  will  speed  up  the  SSI  application  process. 


6. 

Standardize 
GA  Policies  Statewide 


To  the  extent  that  all  Counties  have  the  same  eligibility 
requirements  and  same  payment  amounts,  the  magnet 
effect  of  one  county  over  another  would  be  eliminated. 


The  overall  goals  of  the  above  recommendations  are  to 

1.  Slow  the  down  the  growth  of  GA  caseload. 

2.  Reduce  the  cost  per  GA  case. 


The  recommendations  do  not  necessarily  reduce  costs  or  generate 
revenues  overnight.  More  personnel,  more  training  (i.e.,  GATES) 
and  automation  all  cost  money  and  the  benefits  derived  are  hard  to 
quantify  and  forecast.  Assisting  the  indigent  in  San  Francisco  to 
improve  their  lives  is  a  long-term  challenge  which  requires  long- 
term  solutions. 
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Social  Services  Dept.  Trends 


Summary  of  Major 
Trends 


State  Trends 


The  increase  in  demand  for  California  social  service  programs  has 
been  driven  by  a  number  of  social  factors,  including: 

•  A  breakdown  in  the  structure  of  the  American  family  and 
changing  workforce  requirements. 

•  A  growing  number  of  California  families  are  single-parent 
households,  and  a  majority  of  these  are  headed  by  women. 

Even  among  married  couples,  it  is  becoming  increasingly 
difficult  to  maintain  family  self-sufficiency,  as  higher  paying 
manufacturing  jobs  continue  to  be  replaced  by  lower  paying 
service  sector  jobs  in  the  California  economy.  Despite  the 
economic  growth  and  prosperity  that  California  has  experienced 
over  the  past  decade,  these  social  factors  will  keep  a  growing 
number  of  Californians  below  the  poverty  line. 

•  California's  population  growth  has  also  contributed  greatly 
to  the  increase  in  demand  for  social  services. 

California  added  nearly  six  million  residents  over  the  last  ten 
years.  In  addition,  the  fastest  growing  groups  within  California 
have  been  those  who  are  most  affected  by  poverty:  single 
mothers,  racial  and  ethnic  minorities,  the  elderly  and  children. 
Population  growth  is  expected  to  continue  throughout  the 
decade,  with  an  additional  5.3  million  Californians  projected  by 
the  year  2000.  Once  again,  the  fastest  growing  segments  of  the 
population  will  be  among  California's  least  self-sufficient 
groups. 

•  Demand  for  social  services  have  been  markedly  increasing 
while  available  funds  from  state  and  federal  sources  have 
not 

This  pattern  is  likely  to  continue  as  the  State  and  Federal  gov- 
ernments grapple  with  both  budget  deficits  and  slowing  revenue 
growth.  Much  of  the  outlook  for  funding  is  dependent  on  the 
current  state  budget  and  initiatives  that  have  been  proposed  for 
the  coming  year.  This  administration's  budget  and  initiatives 
will  likely  shape  the  ability  of  California's  counties  to  meet  the 
growing  demand  in  social  services  in  the  short  term. 
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San  Francisco  Trends 


With  San  Francisco,  the  demand  for  social  services  continues  to 
climb.  The  City  ranks  first  in  total  caseload  of  the  six  counties  we 
surveyed.  The  reasons  include: 

•  Demographics:  SF  isn't  a  family  town.  Of  the  total  popu- 
lation of  723,959,  only  116383  (16%)  are  children.  This 
compares  with  22-31%  in  the  peer  counties.  Adults  over 
age  65  make  up  14.5%  of  San  Francisco's  population, 
compared  to  8.7-12.6%  in  the  peer  counties. 

•  Housing:  Cities  with  SROs  (i.e.,  affordable  housing  for  this 
population)  attract  welfare  clients. 

•  Single,  isolated  elderly  population:  Many  of  the  elderly 
people  who  live  here  don't  have  family  here.  As  they 
become  dependent,  they  have  to  rely  on  social  services 
systems. 


Total  Department  Expenditures 

To  All  Program* 
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Social  Services  Department 

Overview 

Program  Descriptions 

Adult  Services 

Administration  of  IHSS  services,  other  special  payments  to  adults, 
and  adult  protective  services. 

AFDC 

Aid  to  Families  with  Dependent  Children  provides  cash,  Food 
stamp,  and  Medi-Cal  benefits  to  single,  disabled  or  unemployed 
parents  of  minor  children. 

Children's  Services 

Provision  of  services  through  Emergency  Response,  Family  Main- 
tenance, Family  Reunification  and  Permanent  Placement;  adop- 
tions and  foster  family  licensing. 

Food  Stamps 

Administration  of  entitlement  food  stamp  benefits  to  eligible  GA 
recipients  and  other  non-AFDC  families  and  individuals. 

Foster  Care 

Administration  and  aid  payments  for  children  placed  in  foster 
family  homes  or  in  group  home  institutions. 

Homeless  Programs 

Services  and  shelter  to  homeless  adults,  children,  and  families. 

Other  Programs 

Medi-Cal  administration,  employment,  and  training  programs 
(GEN  AND  FSET),  IHSS  payments  and  refugee  programs. 

General  Assistance 

State  mandated  local  program  to  provide  cash  and/or  in-kind 
benefits  to  indigent  adults  not  otherwise  eligible  for  federal/state 
entitlement  assistance. 
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The  G.A.  Focus 


Social  Services  Funding  Sources 

91/92  Budget 


:■.?.'              .SFGcnoral                  total                          Funding  Sources 
Fund                 Expenditures 
(millions)                 (millions) 

Adult  Services 

$1.5 

$5.3 

50%  Federal  and  Slate 

AFDC 

0.8 

105.8 

85%  Federal  and  Stale 

Children's  S*rvtc*§ 

12 

25.3 

50%  Federal  and  Stale 

Food  Stamp* 

0.4 

7.6 

75%  Federal  and  Stale 

Foster  Can 

16.6 

46.1 

90%  Federal  and  Stale 

Horr>»kt»  Programs 

9.0 

SO 

100%  Local 

Other  Programs* 

0.5 

25.1 

80%  Federal  and  State 

Ganaral  Assistance 

52  8 

52.8 

100%  Local 

Total 

$68.8 

$276.9 

*  Includei  Medi-Cal  AdminOration,  Employment  Program!,  IHSS  Coctracu,  Refugee  Services,  aod 
Mitcellmeoui  Other  Program 

General  Assistance,  as  shown  on  the  table  above,  is  100%  locally 
funded.   The  program  represents  59.5%  of  funding  from  the 
general  fund. 

This  fact,  plus  the  extraordinary  rise  in  caseload  in  this  area,  make 
it  evident  that  this  is  the  area  where  the  most  effort  should  be 
placed. 


%  of  Funding  from  General  Fund 


Adult  StrrtcM  1.7% 


Hwraln* 

10  IX 


Total  $88.8  million 
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General  Assistance 


Reasons  for  Caseload 
Growth 


Managing  Caseload 


General  Assistance  is  mandated  by  California  state  law  without 
either  funding  or  regulation.    It  is  designed  to  provide  short-term 
financial  aid  to  indigent  persons.  In  San  Francisco,  the  GA  pro- 
gram has  had  the  following  characteristics: 


•  Program  growth  over  the  past  decade  has  been  300%. 

•  Over  the  past  year,  the  G.A.  caseload  has  increased  from 
11,039  people  paid  aid  in  October  1990  to  14,000  in  October 
1991  (+27%).  This  represents  a  growth  of  250  case  per 
month. 

In  1990, 46,000  different  people  received  G.  A.  benefits. 


Current  recession 

Cut  backs  in  State  Programs 

Cut  backs  in  Federal  Programs 

The  City's  House  the  Homeless  efforts  beginning  in  1982 

Changes  in  residence  requirements 

Relaxation  of  ID  requirements 

The  1989  earthquake 

Court  Cases 

The  size  of  the  worker's  caseload  (306)  is  unmanageable. 

The  ratio  of  eligibility  case  workers  to  clients  (1:412)  is 
substantially  higher  than  that  of  other  counties.  It  is  29% 
higher  than  San  Diego  and  202%  hgiher  than  Los  Angeles. 

The  sheer  size  of  the  caseload  forces  staff  to  take  shortcuts, 
often  resulting  in  errors  that  keep  ineligibles  active  and 
produces  incorrect  grant  amounts. 
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General  Assistance 
Issues 


•     G.A.  cases  have  grown 
dramatically  in  the  past  30 
months  in  S.  F. 


•     San  Francisco's  G.A.  popu- 
lation per  capita  is  higher 
than  peer  counties. 


•  General  Assistance  is  mandated  by  the  State  at  the  County 
level. 

•  100%  local  funding. 

•  Least  regulated  aid  program  •  no  Federal  or  State  Regula- 
tions. 

•  Historically,  procedures  and  aid  payments  defined  by 
judicial  fiat 

•  Advocacy  groups  in  SF  are  very  strong  and  well-organized. 

•  Substantive  programmatic  changes  face  potential  legal 
challenge. 


Total  Cases  Receiving  Aid  In  SF 

(in  thousands) 


General  Assistance  Cases  per  1000  Pop. 

1990 


SF  Aim 


Saoto  SO  SC 
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•     San  Francisco's  G.A. 
caseload  is  unbalanced 
relative  to  peer  counties. 


•     Higher  caseloads  translate 
into  higher  average  aid 
cost 


Ranking  by  Caseload 


1.  San  Diego 

2.  San  Francisco 

3.  Santa  Clara 

4.  Los  Angeles 

5.  Alameda 


Intake  Applications  per  Worker 
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On-going  Cases  per  Worker 

FY  1990 
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GA  Program  Recommendations 


Expand  number  of 
caseworkers 


1  Expand  number  of  caseworkers  to  lower  average  aid 
payment 

2.  Merge  GA  and  Food  Stamp  Programs. 

3.  Invest  in  automation. 

4.  Expand  Workfare  and  GATES  Programs. 

5.  Streamline  SSI  Certification  Process. 

6.  Standardize  GA  Policies  Statewide. 


In  the  beginning  and  middle  of  the  month,  the  GA  office  processes 
1,400  cases  per  day.  The  average  number  of  cases  per  caseworker 
is  310,  which  is  30-100%  higher  than  other  counties  we  surveyed 
with  the  exception  of  San  Diego.  Abuses  of  the  system  arise  from 
not  being  able  to  process  or  monitor  clients.  More  importantly  and 
the  reason  for  the  Program  in  the  first  place,  caseworkers  do  not 
have  the  time  to  help  the  GA  recipient.  In  the  recent  Supplemental 
Request,  93  new  eligibility  workers,  including  four  units  (7/unit)  in 
GA,  have  been  requested. 

Timing  is  also  a  factor  when  it  comes  to  staffing.  Proposition  A 
which  provides  for  early  retirement  will  mean  that  those  positions 
that  are  not  replaced  by  March  31  will  be  gone.  State  and  Federal 
revenues  are  determined  in  some  part  by  a  head  count  of  line 
workers  (this  done  every  quarter).  If  hires  are  not  made,  it  will 
mean  a  payment  loss  of  revenue  and  put  more  burden  on  the 
County.  Replacements  also  have  to  be  made  in  a  timely  manner  to 
provide  for  necessary  training. 

With  the  fiscal  austerity  that  the  City  is  facing,  additional  staff 
could  only  be  approved  if  it  was  cost  beneficial.  Additional  GA 
staff  would  reduce  caseload  per  worker  and  provide  the  following 
benefits: 

1)  Fraud  Control  -  provide  time  to  check  if  the  individual  misrep- 
resents that  he  is  eligible  for  GA  (i.e.  has  an  unreported  job)  or 
on  the  GA  rolls  more  than  once. 
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Merge  of  Food  Stamp 
Program  with  GA  Program. 


2)  Verification  Measures  -  provide  time  to  see  if  the  GA  recipient 
is  following  the  requirements  of  the  Program  (i.e.,  going  for 
job  interviews  or  in  the  case  of  a  substance  abuser,  going  to 
substance  abuse  counseling).  In  the  past,  there  has  been  a 
significant  caseload  decline  when  there  was  an  increased 
emphasis  upon  verification  of  eligibility. 

3)  Assistant  with  SSI  Applications  -  provide  time  to  certify 
individuals  for  SSI.  Qualifying  GA  clients  for  SSI  eliminates 
City  participation  in  their  aid  payments  and  reduces  the  City's 
administration  and  overhead  costs. 

4)  Quality  Control  -  provide  additional  staff  to  review  caseworker 
performance  (are  they  taking  the  right  actions,  making  the  right 
calculations,  etc.). 

5)  Recertification  Measures  -  provide  time  to  do  the  evaluation  of 
continued  eligibility  for  GA  every  6  months  as  required  by  City 
ordinance.  Large  caseloads  result  in  a  backlog  of  cases  need- 
ing recertification. 

6)  Better  Job  Performance  -  the  caseworker  can  have  the  time  to 
focus  more  on  each  case,  how  to  get  the  right  help  and  service 
for  each  client  and  give  them  more  personalized  direction. 

NOTE:  It  is  important  to  bear  in  mind  that  70%  of  the  costs  of  the 
Social  Services  Department  are  borne  by  State  and  Federal  dollars 
so  that  adding  or  subtracting  personnel  will  only  affect  30%  of  the 
total  costs.  However,  since  GA  is  all  funded  locally,  a  100%  of  the 
savings  would  go  directly  to  the  City. 


The  benefits  include: 

1)  Reduction  in  the  number  of  cases. 

2)  A  client  could  see  one  caseworker  instead  of  two 
(two-thirds  of  GA  clients  currendy  have  a  separate 
F.S.  caseworker).  The  eligibility  requirements  of  FS 
and  GA  are  fairly  compatible. 

3)  As  Food  Stamps  is  a  Federal  Program,  could  get 
Federal  dollars  to  pay  more  administrative  costs  (on 
a  pro  rata  basis). 
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3. 

Invest  in  Automation 


4)   Tap  into  the  IEVS  Program.  The  Income  Eligibility 
Verification  System  matches  with  Social  Security, 
the  IRS,  and  Unemployment  and  Disability  Insurance  to 
screen  whether  the  user  is  earning  income  which 
would  preclude  him  from  the  Food  Stamps  Program. 
Because  it  is  a  Federal  program,  the  IEVS 
information  is  not  available  to  the  County. 

If  Food  Stamps  and  GA  were  combined,  it  would  allow  the  County 
a  way  to  check  for  fraud  in  the  GA  Program  by  tapping  into  the 
IEVS  information  bank.  It  could  discern  whether  someone  was 
earning  income  that  would  make  them  ineligible  for  GA  payments. 
By  streamlining  the  program  and  avoiding  case  management 
duplications,  the  Department  believes  that  at  least  5%  or  $1 
million  in  savings  could  be  realized. 


Much  of  the  work  in  the  GA  office  needs  to  be  automated.  Al- 
though it  could  begin  in  the  near  future,  automating  and  installing 
new  systems  will  take  time  to  get  up  and  running.  The  following 
areas  are  the  most  likely  candidates  for  automation: 

1)  GA  Intake  Process  -  San  Diego  has  an  automated  intake  system 
already  in  place  that  is  compatible  with  San  Francisco.  The 
City  could  purchase  a  proven  program  and  reduce  mistakes  in 
the  near  term. 

2)  Check  Generation  -  although  all  GA  checks  are  issued  by  a 
central  computer  in  City  Hall,  emergency  checks  or  checks  that 
get  lost  are  generated  by  hand  (up  to  2,000  every  two  weeks). 

3)  Payroll  Timesheets  -  records  kept  of  personnel  timesheets  are 
all  done  internally  by  hand. 

4)  Fiscal  Reconciliation  -  ledgers,  reconciling  checks  cashed, 
employees  expenses,  etc.  are  presenUy  on  a  manual  basis. 

5)  Cash  budgeting  -  an  automated  case  budgeting  system  that 
budgets  grants  and  calculates  benefits  is  being  worked  on  by  a 
consortium  of  counties,  including  SF.  Completion  is  not 
expected  until  June  '93. 
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4. 

Expand  Workfare  and 
GATES  Programs 


6)  Fraud  control  -  no  mechanism  in  place  today  to  determine 
whether  a  client  is  on  another  County's  GA  rolls  as  well. 

7)  Case  files  -  all  inactive  cases  presently  kept  in  the  basement 
and  the  document  retrievals  process  has  been  a  major  head- 
ache. Computerizing  all  cases  could  reduce  error,  filling  costs 
and  manpower  needs. 

8)  Cost  savings  -  expanded  automation  could  also  lead  to  a  reduc- 
tion in  personnel,  claims  investigations  and  possibly  account- 
ing. 

As  a  general  comment,  the  needs  for  automation  in  GA  is  indica- 
tive of  the  kinds  of  needs  for  automation  within  the  Department  as 
a  whole. 


Although  there  are  costs  associated  with  the  Workfare  Program 
(i.e.,  $400,000  for  400  slots  at  DPW),  it  has  long-term  payoffs. 
There  are  some  56  additional  slots  working  with  CBO's  and  DSS. 
Each  slot  represents  potentially  3  individual  per  week  since  clients 
are  assigned  to  Workfare  for  2  days,  and  Workfare  operates  6  days 
per  week.  In  FY  90-91  the  456  available  slots  equated  to  6,1 10 
who  participated  in  Workfare. 

There  have  been  no  empirical  studies  that  test  the  effectiveness  of 
Workfare  in  assisting  GA  clients  gain  employment.  However,  it  is 
clear  that  providing  jobs  builds  an  individual'  self-esteem  and 
begins  the  process  by  which  he/she  can  develop  marketable  skills 
and  become  self-reliant.  In  order  to  make  the  Workfare  Program  a 
success,  the  City  should  work  with  other  organizations  within  the 
community  (particularly  labor)  to  get  their  support. 

A  Workfare  Program  is  a  good  start  toward  a  broader  employment 
training  program.  One  area  that  should  be  expanded  is  the  General 
Assistance  Training  and  Employment  System  Program.  If  an 
individual  spends  90  days  on  the  Workfare  Program,  they  can 
become  eligible  for  GATES.  In  FY  92-93,  based  on  the  current 
budget,  the  GATES  program  is  expected  to  serve  approximately 
500  GA  and  Food  stamp  clients.  Historically  at  least  50%  of  all 
clients  served  will  obtain  employment  as  a  result  of  GATES.  This 
program  should  be  expanded  to  provide  apprenticeship  programs 
that  teach  an  individual  a  more  lasting  skill  or  trade. 
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5. 

Streamline  SSI 
Certification  Process. 


6. 

Standardize  GA  Policies. 


To  the  extent  a  client  can  be  certified  as  long-term  disabled,  he/she 
could  be  eligible  for  Supplemental  Security  Income.  If  an  indi- 
vidual is  on  SSI  (a  Federal  program),  they  then  go  off  the  GA  rolls. 
However,  it  takes  approximately  one  year  from  the  time  a  client 
applies  to  SSI  before  he/she  is  admitted.  This  is  due  to  lengthy 
times  between  doctor  and  psychiatric  evaluations  and  denials  and 
appeals  to  the  Disability  Evaluation  Division.  Qose  coordination 
with  the  Qty  health  system  to  get  better  medical  documentation  to 
speed  up  the  application  process  and  more  doctors  to  review  cases 
would  help.  However  if  SS  is  not  streamlined  on  the  other  end,  the 
process  breaks  down.  The  obvious  problem  is  that  SSI  is  in  no 
hurry  to  add  to  their  case  files. 


To  the  extent  all  Counties  have  the  same  eligibility  requirements 
and  same  payment  amounts,  the  "magnet  effect"  of  one  county 
over  another  would  be  eliminated.  This  proposal  comes  up  in  the 
legislature  every  three  or  four  years,  but  dies  because  of  cost.  If 
the  State  changes  the  law  to  make  all  counties  provide  equal 
payments,  it  would  have  to  pay  the  difference  to  those  counties 
which  had  lower  payments  than  the  new  level.  This  additional  cost 
could  result  in  $100  million  or  more  to  the  State.  San  Francisco 
however  appears  to  be  paying  the  price  for  other  counties'  actions 
and  should  take  a  leading  role  in  getting  some  legislative  relief. 
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Peer  Survey  Analysis 


The  Peer  County  Survey  was  designed  by  the  MFAC  Social 
Services  Team  and  sent  to  the  following  county  social  services 
departments: 

San  Francisco 

Alameda 

Los  Angeles 

Sacramento 

San  Diego 

Santa  Clara 

Topics  covered  in  the  survey  questionaire  included  the  following: 

Survey  Methodology 

Survey  Summary 

Workload  by  Type  of  Assistance  Provided 

Eligibility  Requirements 

Fraud  and  Error  Control 

Staffing 

Expenditures  and  Funding  Sources 

Efficiency  Measures 


The  following  pages  summarize  survey  findings  by  topic.    Fully 
consolidated  survey  results  can  be  found  in  Appendix  A. 
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Workload  by  Type  of  Assistance  Provided 


Adult  Programs 


Caseload  as  a  Percentage 
of  Population 


Demographics 


Housing 


Single,  Isolated  Elderly 
Population 


Caseload  Growth 


San  Francisco  ranks  1st  in  total  caseload  as  a  percentage  of 
population.  The  total  caseload  is  7.86%  of  the  population. 
The  range  is  4.93%  to  7.86%.  The  mean  is  6.4%. 


SF  ranks  highest  in  terms  of  caseload  as  a  percentage  of 
population  for  every  adult  program  with  the  exception  of 
Medi-Cal.  In  Medi-Cal,  SF  is  a  dose  2nd.  Generally  SF 
caseload  is  considerably  higher  than  the  mean,  even  in  the 
case  of  Medi-Cal. 


SF  isn't  a  family  town.  Of  the  total  population  of  724,000, 
only  117,000  (16%)  are  children.  This  compares  with  22- 
31%  in  the  peer  counties.  Adults  over  age  65  make  up 
14.5%  of  San  Francisco's  population,  compared  to  8.7  - 
12.6%  in  the  peer  counties. 


Cities  with  SRO's  (i.e.,  affordable  housing  for  this  popula- 
tions) attract  welfare  clients. 


Many  of  the  elderly  people  who  live  here  don't  have  family 
in  the  area.  As  they  become  dependent;  they  have  to  rely 
on  social  services  systems. 


AH  counties  experienced  caseload  growth  in  at  least  some  of 
their  programs.  SF  had  growth  in  all  of  its  programs 
except  food  stamps.  (SF  Food  Stamp  caseload  was  essen- 
tially flat  form  87  -  90.    However,  in  the  past  18  months  it 
has  grown  by  32%. 

SF's  growth  was  well  below  the  mean  growth  rate. 

But  even  as  SF's  caseload  in  GA,  Food  Stamps,  and  Medi- 
Cal  grow  at  even  higher  rates  than  between  87-88  and  89- 
90,  the  peer  counties'  growth  rate  have  in  most  cases  ex- 
ceeded SF's. 
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Family  Programs 


Child  Welfare/Foster  Care 


Foster  Care  Caseloads 


SF  still  ranks  5th  in  AFDC  caseload,  a  reflection  of  demo- 
graphics. 

SF  ranks  2nd  in  refugee  families .  LA  and  San  Diego  coun- 
ties have  much  larger  caseload,  but  they  are  a  smaller 
percentage  of  the  population.  Only  Santa  Clara  is  higher 
than  SF. 


SF  ranks  3rd  in  Child  Welfare  Services  caseload  as  a 
percentage  of  the  population,  but  lowest  in  terms  of  abso- 
lute caseload  numbers  (Caseload  range  :  3,896  -  46,220). 

Peer  counties  experienced  growth  in  Child  Welfare  Ser- 
vices caseload  between  1987  -  88  and  1989  -90.  In  a  range 
of  .1%  (LA)  to  60.7%  (Sacramento).  SF's  rate  of  growth 
was  24.4%. 

SF  ranks  1st  in  children  in  foster  care  has  a  percentage  of 
population,  but  5th  in  therm  of  absolute  caseload  numbers. 


Peer  counties  experienced  growth  in  Foster  Care  caseloads 
between  1987  and  1989-90  in  a  range  of  22%  to  37.6%. 
Some  considerations: 

The  crack  epidemic  was  a  major  factor.  Now  that  it  has 
subsided,  the  SF  caseload  has  somewhat  stabilized. 

Both  DSS  and  the  Juvenile  Probation  Dept.  place  children 
in  foster  care.  These  caseload  numbers  reflect  both  popula- 
tions. Similar  to  the  crack  epidemic  of  DSS  placements, 
Probation  numbers  are  also  affected  by  crack/gang  activi- 
ties. 

Increase  in  Juvenile  Probation  foster  care  placements 
reflect  diverting  juveniles  from  detention. 
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G.  A.  Eligibility  Requirements 


Proof  of  Identification 


Maximum  Monthly 
Income 


Income  Verification 


Residency 
Requirements 


All  of  the  counties  surveyed  require  applicants  to  provide  proof  of 
identification  when  applying  for  GA 

•  LA  is  the  only  county  to  require  finger-printing  of  appli- 
cants. 

•  About  half  of  the  counties  surveyed  (excluding  SF)  said  that 
collateral  contacts  were  made  to  verify  identification. 

•  Only  Alameda  makes  home  visits  to  verify  identification. 

Note:  Based  upon  a  California  superior  court  settlement  agreement 
(Neville  vs.  Randolph  -  7/88),  no  applicant  shall  be  denied  aid  if 
lack  of  identification  is  due  to  circumstances  beyond  the 
applicant's  control.  If  the  client  lacks  ID,  the  worker  must  ensure 
steps  are  taken  to  secure  it. 


Most  counties  allow  persons  to  earn  a  net  income  equal  to  the 
maximum  cash  grant  per  individual  under  GA  and  still  receive  GA 
benefits.  San  Francisco  allows  its  clients  to  earn  within  $5  of  the 
maximum  cash  grant 


San  Francisco  requires  its  GA  clients  to  submit  monthly  income 
reports  with  income  verification  if  income  is  earned.   All  six 
counties  use  a  variety  of  sources  to  verify  client  income  e.g.,  pay 
stubs,  employer  statements,  UIB  printouts,  etc. 


None  of  the  responding  counties  require  GA  applicants  to  have  a 
fixed  address  or  to  have  resided  in  the  county  for  a  minimum 
period  of  time  (  a  1987  Court  Case,  Nelson  vs.  San  Diego  Board  of 
Supervisors,  found  that  a  client  does  not  have  to  have  a  fixed 
address  to  be  eligible  for  GA).  A  client  need  merely  have  an  intent 
to  reside  in  the  county  to  be  eligible.    All  six  counties  use  similar 
methods  to  confirm  residency  or  intent  to  reside  .  Lawful  aliens 
are  eligible  for  GA  in  all  counties. 
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Stipulated  Judgement 


Other  Program 
Eligibility 


Job  Readiness/Job 
Skills  Training 


Because  of  a  1985  stipulated  Judgement  signed  by  the  SF  Depart- 
ment of  Social  Services  and  the  Coalition  for  a  Humane  GA 
Program,  SF  must  see  all  GA  applicants  within  72  work  hours  of 
appearance  at  the  GA  office.  Food  and  shelter  must  be  provided  to 
those  whose  applications  cannot  be  processed  in  the  same  day  as 
their  appearance  at  the  GA  office.  This  situation  has  generated 
overtime  to  process  applicants  in  compliance  with  the  stipulation. 


All  six  counties  deny  GA  to  clients  who  are  recipients  of  AFDC  or 
SSI. 

Only  Alameda  and  LA  do  not  require  GA  applicants  to  apply  for 
AFDC  or  SSI  prior  to  applying  for  GA. 

GA  is  denied/discontinued  upon  granting  of  the  benefits.  The 
length  of  time  from  application  to  granting  of  SSI  in  particular 
appears  excessive  anywhere  from  3  to  12  months. 

All  six  counties  provide  their  GA  clients  with  the  SSI  appeals 
process,  some  helping  with  the  application  process  too.  While 
counties  can  recover  GA  aid  payments  and  costs  once  a  client  is 
qualified  for  SSI,  they  cannot  recover  their  administrative  costs. 


All  six  counties  offer  GA  recipients  some  type  of  job  readiness  or 
job  skills  training.  Only  SF  and  LA  do  not  require  GA  recipients 
to  participate  in  these  programs. 

•  SF  reports  a  very  low  percentage  of  GA  recipients  (35%) 
who  are  considered  employable  vs  other  counties  that 
report  as  many  as  75%. 

•  All  six  counties  report  low  percentages  of  GA  applicants 
who  are  job  ready  or  have  the  necessary  skills  to  obtain  a 
job  (up  to  10%). 
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Fraud  and  Error  Control 


Initial  Review 


Ongoing  Review 


Among  the  six  counties  responding,  fraud  and  error  control  gener- 
ally occurs  in  three  ways: 

•  At  intake,  when  an  applicant  Is  received 

•  On  an  ongoing  basis,  through  "spot  checks"  or  monthly 
reporting 

•  At  recertification,  when  a  general  assistance  client's  eligibil- 
ity is  reviewed. 


Cross  checking  of  existing  GA  clients  is  performed  at  intake  in  all 
six  counties.  Inter-jurisdictional  checks  are  performed  in  Alameda 
and  Sacramento  counties  (San  Diego  had  no  comment).  AFDC 
records  were  also  checked  for  all  counties  on  each  case.  The  use 
of  unemployment  insurance,  DMV,  Social  Security  and  property 
tax  records  were  generally  reviewed  for  suspicious  cases  only; 
although  San  Francisco,  Alameda,  San  Diego,  and  Santa  Clara 
counties  review  unemployment  insurance  records  on  all  cases. 
Los  Angeles  County  only  checks  AFDC  records. 


Each  county  uses  some  system  of  ongoing  welfare  investigation, 
most  commonly  through  face-to-face  or  home  visit  programs.  Los 
Angeles  County  was  unique  in  that  it  uses  both  an  automated 
fingerprint  matching  system  and  an  automated  address  matching 
system.  Recertification  of  GA  clients  occurs  every  12  months  at 
each  county  except  San  Francisco  and  San  Diego,  where  six  month 
recertification  programs  exits.  Each  county,  except  Los  Angeles, 
requires  face-to-face  interviews  for  recertification.  Los  Angeles' 
recertification  system  is  entirely  automated. 

Each  county  maintains  some  monthly  reporting  system  for  its 
clients.  In  Alameda,  Los  Angeles  and  Santa  Clara,  every  client  is 
required  to  report  monthly.  In  Sacramento,  33%  of  the  clients, 
specifically  —  Aid-in-Kind  and  employable  clients-report  monthly. 
Only  2.7%  of  San  Francisco's  clients  are  required  to  report 
monthly.  San  Diego  provided  no  clear  data  on  monthly  reporting 
requirements. 
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Factors  Affecting  Fraud 
and  Errors 


Eligibility  and 

Recertification 

Workload 


Of  the  four  counties  responding  to  this  section  of  the  survey  (San 
Diego  had  "non  comment",  Alameda  provided  no  response), 
complexity  of  regulations/instructions  and  excessive  caseloads 
were  most  frequently  cited  as  the  main  contributors.  San  Francisco 
and  Santa  Clara  identified  the  size  of  grant  as  a  contributing  factor, 
while  Los  Angeles  and  Sacramento  identified  larcenous  individu- 
als and  the  lack  of  verifiable  information  and  identification  as 
significant  factors. 

As  to  the  changes  in  procedures  which  would  reduce  fraud  and 
error,  Alameda  and  Los  Angeles  suggested  fingerprinting  (Los 
Angeles  has  a  program  in  place).  Reduction  in  caseload  and 
duplication  of  efforts  were  listed  by  Sacramento  and  San  Fran- 
cisco. San  Francisco  also  suggested  a  statewide  database  and 
uniform  statewide  programs. 


In  Alameda,  Los  Angeles  and  Santa  Clara,  the  average  number  of 
recertifications  per  eligibility  worker  per  month  was  between  10 
and  16.  In  San  Francisco,  the  average  was  25.  San  Diego  and 
Sacramento  either  did  not  gather  this  information  or  did  not  pro- 
vide it.  As  to  time  spent  on  verification,  recertification  and  pay- 
ment distribution,  only  San  Francisco,  Los  Angeles,  and  Santa 
Clara  responded. 


Verification,  Recertificaton,  and 
Payment  Distribution 

--..'■.-_  "■;    SF  Intake  *  Z.'ff.  Carrying*..  ;  Los  Angeles         SantaClara 

Verifying  Eligibility 

75% 

65% 

25% 

50% 

Handling 

Re  certifications 

0 

25 

15 

35 

Distributing 

Payments  or 
Vouchers 

23 

10 

20 

10 

*  San  Frand9CO  split  Its  eligibility  workers  into  two  groups. 
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Staffing 


Overview 


Conclusions 


At  fiscal  year  end  1990,  San  Francisco  employed  1,100 
individuals.  Of  this  total,  38%  were  employed  in 
Administrative  (including  above-line  supervisors)  or 
Qerical  positions  and  53%  were  in  direct  line  positions. 
Line  positions  include  Social  Workers  (for  Adult  and 
Children  Services),  Eligibility  Workers  ( for  Income 
Maintenance  programs  such  as  food  stamps,  AFDC, 
Medi-Cal,  and  GA),  and  Employment  Workers  (for 
employment  programs). 


•     San  Francisco  has  a  higher  ratio  of  caseload  per  staff  than 
all  other  counties  except  LA. 

San  Francisco's  caseload  is  growing  at  an  annual  rate  of 
8.4%,  whereas  total  budgetted  staff  is  growing  at  only 
7.1%.  Actual  staffing,  according  to  filled  positions,  has 
increased  at  an  annual  rate  of  only  4.3%. 

Among  survey  participants,  San  Francisco  has  the 
highest  proportion  of  total  staff  allocated  to 
Administrative  positions  and  the  lowest  proportion  to 
Clerical.   According  to  SF's  1991/92  budget,  future 
staffing  is  expected  to  be  slightly  more  in  line  with 
survey  averages. 

The  proportion  of  staffing  attributable  to  line  positions 
(i.e.,  Social,  Eligibility  and  Employment  Workers)  is 
consistent  with  other  survey  participants. 

While  all  other  counties  in  the  survey  spend  significant 
dollars  on  contract  workers,  San  Francisco  does  not. 

San  Francisco  considers  the  following  to  be  the  most 
seriously  understaffed  functions:  Eligibility 
Workers  in  GA,  Medi-Cal,  Non-Assistance  Food 
Stamps,  and  AFDC. 
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San  Franciso  has  the  high- 
est number  of  cases  per 
capita,  but  only  slightly 
more  staff  per  capita. 


Peer  County  Review:  Staffing 
Fiscal  Year:  1989/90 


Numb«  of  Wotfcara: 

Total  Stan  («) 

ParHlma  («) 

Contract  (annual  cost:  $OOOa) 
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0  295  NA  0  0 
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In  accordance  with  the  data 
above,  San  Francisco  has  a 
higher  ratio  of  cases  per 
staff  than  the  survey  aver- 
age. 


Caseload  in  San  Francisco 
is  growing  at  a  compound 
annual  growth  rate  of 
8.4%  versus  only  7.1%  for 
total  staffing. 

(Note:  1991/92  forecasted 
staff  is  based  on  supple- 
mented budget  of  1,368. 
Actual  1st  Qtr.  91792  staff 
totaled  1,194,  implying  an 
actual  compound  annual 
growth  rate  to-date  of 
4.3%). 


Number  of  Cases  per  Total  Staff 
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San  Francisco  has  the 
highest  proportion  of  total 
staffing  attributable  to 
Administrative  -  Generic  * 
functions. 

(Note:  SF's  1991/92  budget, 
reflecting  a  proportion  of  13%,  is 
more  in  line  with  survey's 
average). 

*  Generic  functions  are  those 
that  cannot  be  tied  to  one 
particular  program. 

San  Francisco  has  the 
highest  proportion  of  total 
staffing  attributable  to 
Administrative  -  Other  ** 
functions. 

(Note:  SF's  1991/92  budget, 
reflecting  a  proportion  of  10%,  is 
closer  to  the  survey's  average). 

•*  Other  Administrative  func- 
tions are  those  that  can  be  tied  to 
one  particular  program. 


San  Francisco  has  the 
lowest  proportion  of  total 
staffing  attributable  to 
Clerical  functions. 

(Note:  SF's  1991/92  budget, 
reflecting  a  proportion  of  12%,  is 
slightly  more  inline  with  survey's 
average). 
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San  Francisco  has  an 
average  proportion  of  staff 
attributable  to  Social 
Worker  positions. 


San  Francisco  has  an 
average  proportion  of  staff 
attributable  to  Eligibility 
Worker  positions. 


Proportion  of  Staffing  for 
SodaV  Workara 
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San  Francisco  has  roughly 
an  average  proportion  of 
staff  attributable  to 
Employment  Worker 
positions. 
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San  Francisco  has  a  lower 
ratio  of  Eligibility  Work- 
ers to  First-Line  Supervi- 
sors than  the  average. 

(Note  that  the  state  establishes 
supervisor  ratios  for  each 
county  and  for  each  program). 


Numb*  of  Eligibility  Work»r>  dm- 
Fir*  Ur»  Supervisor* 


8T 
75  -• 


7  -. 
6.5  -■ 


6- 
5.5  •• 


Avtrijt        8F  Altm.  LA  Sacto         80  SC 

(m/DCS) 
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Expenditures  and  Funding  Sources 


Income  Maintenance 
Programs 


Adult  Service  Programs 


County  Share  of  Child 
Welfare  Services  Cost 


County  Share  of 

Licensing  and 

Adoptions  Programs 

Cost 


This  section  looks  primarily  at  expenditures  for  administration  and 
operating,  not  at  aid  payments. 


In  the  AFDC,  Foster  Care,  Food  Stamps,  and  Medi-Cal 
programs,  the  peer  counties  had  a  25%  required  share  of 
cost  for  1987-88  through  1989-90.  Generally,  if  counties 
overmatched,  it  was  by  only  2  or  3  percentage  points.  SF 
did  not  overmatch  at  all  on  AFDC,  Food  Stamps  or  Medi- 
Cal. 


The  Adult  Services  Program  includes  Adult  Protective 
Services  and  administration  of  the  In-Home  Supportive 
Services  Program.  Because  the  allocations  for  service 
programs  are  capped,  most  counties  spend  more  than  their 
required  match,  but  SF  overmatches  to  a  greater  extent 
than  many  other  counties. 


Because  the  State  Department  of  Social  Services  typically 
underfunds  even  the  cost  of  staffing  at  its  workload  targets, 
counties  generally  spend  more  than  their  match. 

Counties  overmatch  their  allocation  because  the  courts 
require  them  to  buy  services  for  dependents  and  their 
families  that  frequently  are  not  covered  by  their  alloca- 
tions. 

SF'  overmatch  for  1991-92  is  $2.5  million  (15  J  %  of  total 
program  cost).  Passage  of  Prop  J  on  the  November  1991 
ballot  requires  the  county  to  maintain  that  level  of  local 
commitment  for  the  next  ten  years. 


Administration  and  funding  of  the  Adoptions  program  and 
of  licensing  foster  and  adoptive  homes  is  a  State  responsi- 
bility. SF  has  voluntarily  agreed  to  administer  both  pro- 
grams in  order  to  maintain  greater  control  over  the  avail- 
ability of  suitable  placement  options. 
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•     All  of  the  local  shares  displayed  in  the  tables  below  repre- 
sent voluntary  county  costs.  SF's  overmatch  for  Adoptions 
and  Licensing  for  1991-92  is  $635,000.  Passage  of  Prop  J 
also  requires  the  county  to  maintain  that  level  of  local 
commitment  for  the  next  ten  years. 


Adoptions-County  Share 

County 

87-88 

88-89 

89-90 

SF 

54% 

27% 

35% 

Alameda 

1% 

0% 

0% 

LA 

0% 

0% 

0% 

Sacramento 

0% 

0% 

0% 

San  Diego 

1% 

0% 

0% 

Santa  Clara 

41% 

27% 

3% 

Foster/Adoptive  Home  Licensing-County 

fy^^SzJ'i Share  ; 

County 

87-88 

88-89 

89-90 

SF 

62% 

69% 

25% 

Alameda 

0% 

0% 

0% 

LA 

0% 

0% 

0% 

Sacramento 

0% 

0% 

0% 

San  Diego 

0% 

0% 

0% 

Santa  Clara 

25% 

17% 

7% 
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Efficiency  Measures 


Summary 


Conclusions 


Efficiency  measures  for  the  seven  counties  can  be  divided  into  four 
areas: 

1.  Automation 

2.  Contracting 

3.  Streamlining 

4.  Consolidation  and  Coordination 


1.  Automation  was  by  the  far  most  common  method  used  in 
creating  more  efficient  operations. 

2.  Closely  related  to  automation  as  an  efficiency  measure,  was  the 
contracting  of  services  to  design  a  great  variety  of  information 
systems  and  procedures.    Other  conn-acted  services 

included  hiring  private  security  systems. 

3.  Streamlining  procedures  ran  the  gamut  of  measures  from 
blanket  court  orders  for  traveling  to  instant  testing  of  job  appli- 
cants. 

4.  Consolidation  and  Coordination  is  another  theme  woven 
throughout  the  efficiency  measures  mentioned  above.   This  seems 
to  be  especially  the  focus  of  San  Diego  County  where  the  county 
looks  for  partners  in  school  districts,  Housing  Commission,  and 
medical  centers  to  work  toward  one  stop  shopping  approach. 

From  the  data  provided,  San  Diego  County  seems  to  have  the  most 
comprehensive  efficiency  plans  and  programs  with  an  overall 
philosophy  of  tying  together  existing  resources  in  and  out  of  its 
direct  control  through  automating,  contracting,  streamlining,  and 
consolidating. 
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worn 


Case  Tracking 


Extent  of  Automation 
Seal* 

Not  MAI  Uod.nl.  CompWy 

1      23456789      10 


•     San  Francisco  is  slightly 
above  average  in  the  auto- 
mation of  Adult  Services. 


Adult  Services 
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San  Francisco  is  slightly 
above  average  in  the  auto- 
mation of  Child  Services. 


Child  Services 
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Operations 


Extent  of  Automation 

Seal* 

Ham  AH 

Uodarau 

ConpMaty 

1     2 

3 

4     5     6     7     S     S 

10 

San  Francisco  is  below 
average  in  the  automation 
of  Payroll. 


Payroll 
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San  Francisco  is  slightly 
below  average  in  the  auto- 
mation of  Personnel. 


Personnel 
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San  Francisco  is  slightly 
below  average  in  the  auto- 
mation of  Accounting. 


Accounting 


SF      Alam.    LACS    LASS  Sacto      SD        SC 
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Extant  ol  Automation 
ScaJa 

Ham**  Uodnu  CorrpM*y 

123456789     10 


•     San  Francisco  is  below 
average  in  the  automation 
of  Inventory  Control. 


Inventory  Control 
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•     San  Francisco  is  below 
average  in  the  automation 
of  Hand  Issue  of  Checks. 


Hand  Issue  of  Checks 
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Basic  Office 


Extant  of  Automation 
teste 

*»■«  Ucxtaro  Conptw^y 

1     2    3    4     5    6    7    8    9     10 


San  Francisco  is  well  above 
average  in  the  automation 
of  Correspondence  and 
Word  Processing. 


Correspond/Word  Proc«s. 


SF      Alam.    LACS    LASS  Sacto      SD        SC 


San  Francisco  is  well  above 
average  in  the  automation 
of  Calendar  Management 


Calendar  Management 
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San  Francisco  is  well  above 
average  in  the  automation 
of  Electronic  Mail. 


Electronic  Mall 
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Methodology 


The  Mayor's  Fiscal  Advisory  Committee  (MFAC)  Team  6  has  had 
the  responsibility  of  reviewing  the  Social  Services  Department  of 
the  City  to  analyze  long-term  trends  and  determine  how  best  to 
handle  its  growing  workload  The  Department  covers  a  broad 
range  of  services  to  thousands  of  needy  recipients.  The  total 
1991-92  budget  is  $278  million.  It  has  approximately  1,200 
employees  who  speak  47  languages  and  dialects.  With  this  kind  of 
diversity,  our  team  had  to  narrow  our  focus  and  determine  what 
were  the  key  elements  within  the  Department  that  should  be 
addressed. 

The  methodology  we  utilized  in  this  endeavor  over  the  past  12 
months  involved  four  steps: 

1  we  reviewed  available  material  on  various  social  services 
programs, 

2  we  visited  the  Department  of  Social  Services  where  we 
interviewed  eligibility  workers  and  other  employees  and 
reviewed  the  intake  and  case  processes  in  action; 

3  we  conducted  a  survey  of  six  California  counties  to  gather 
comparative  data  about  social  services  benefits  and 
administrative  processes;  and 

4  we  analyzed  and  evaluated  the  survey  results  and  our 
findings. 

It  became  apparent  early  on  that  our  primary  focus  should  be  in 
the  area  of  General  Assistance.  The  reason  for  this  was: 

•  General  Assistance  is  wholly  funded  from  the  City's  Gen- 
eral Fund. 

•  GA  represents  over  55%  of  social  services  expenditures 
funded  by  the  City. 

•  GA  costs  and  caseloads  are  growing  at  an  alarming  rate. 
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THE  PURCHASING  DEPARTMENT  OF  CCSF  AND  THE  MFAC 
CONDUCTED  A  SURVEY  OF  PUBLIC  PURCHASING 
AGENCIES  IN  CALIFORNIA. 


HOW  DO  SAN  FRANCISCO  WORKLOADS  AND  STAFFING 
LEVELS  COMPARE  TO  OTHER  CITIES/COUNTIES  ? 
WHAT  CAN  BE  DONE  TO  IMPROVE  EFFICIENCY  ? 


WHAT  PURCHASING  PERFORMANCE  MEASUREMENT 
METHODS  ARE  BEING  USED  ? 


SIX  JURISDICTIONS  SURVEYED  WERE: 

CITY  OF  SAN  JOSE 
COUNTY  OF  SANTA  CLARA 

CITY  OF  LOS  ANGELES 
COUNTY  OF  LOS  ANGELES 

CITY  OF  SAN  DIEGO 
COUNTY  OF  SAN  DIEGO 
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KEY  FINDINGS 

THE  SCOPE  OF  CCSF'S  PURCHASING  FUNCTION  IS  THE 
BROADEST  OF  ALL  SURVEYED  AGENCIES.  STAFFING  FALLS 
WITHIN  THE  RANGE  OF  THE  SURVEYED  AGENCIES. 

PURCHASING  SHOULD  CONTINUE  TO  FOCUS  EFFORTS  ON: 

*  EXPANDING  THE  USE  OF  ANNUAL  CONTRACTS. 

*  IMPLEMENTATION  OF  THE  AUTOMATED  PROCUREMENT 
SYSTEM. 

*  STUDYING  THE  COST/BENIFIT  OF  PURCHASING'S 
INVOLVEMENT  IN  PERSONAL  SERVICE  CONTRACTS. 

ONLY  TWO  SURVEYED  AGENCIES  REPORTED  THEY  HAD  A 
FORMAL  PERFORMANCE  MEASUREMENT  SYSTEM. 

CCSF  SHOULD  EXPAND  ITS  MONITORING  OF  REQUISTION 
TURNAROUND  TIME. 


(3) 


PURCHASING  LONG-RANGE  STRATEGY 
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FOCUS  STAFF  RESOURCES  ON  HIGHER  VALUE  PURCHASES  AND  ON 
DEVELOPMENT  OF  ANNUAL  CONTRACTS  FOR  MORE  HIGH-VOLUME 
COMMODITIES,  BY: 

-  RAISING  THRESHOLDS  FOR  INFORMAL  BIDDING,  AND/OR; 

-  DELEGATING  AUTHORITY  TO  DEPARTMENTS  TO  PURCHASE  LOW- 
VALUE  ITEMS  (MAY  REQUIRE  CHARTER  CHANGE) 

STRATEGY  REQUIRES: 

-  CONTINUED  IMPLEMENTATION  OF  AUTOMATED  SYSTEMS,  TO 
PROVIDE  COMMODITY  DATA; 

-  FEWER,  BUT  MORE  SPECIALIZED,  BUYING  PROFESSIONALS. 
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USE  OF  ANNUAL  CONTRACTS 


*  THE  CITY  OF  LOS  ANGELES  AND  COUNTY  OF  LOS  ANGELES  IN 
AGGREGATE  USE  ANNUAL  CONTRACTS  FOR  60%  OF  THEIR  ANNUAL 
VOLUME  OF  $700  MILLION. 

*  CCSF  USES  ANNUAL  CONTRACTS  FOR  25%  OF  ITS  ANNUAL 
VOLUME  OF  $180  MILLION. 

*  ANNUAL  CONTRACTS  ENABLE  DEPARTMENTS  TO  PLACE  PURCHASES 
DIRECTLY,  THEREBY  HELPING  BUYING  STAFF  ACHIEVE  BETTER 
CONTROL  OVER  THE  WORKLOAD. 

*  FURTHER  CONSOLIDATION  OF  PURCHASES  BY  THE  USE  OF  ANNUAL 
CONTRACTS  COULD  SAVE  THE  CITY  $1.5  MILLION  PER  YEAR,  ONCE 
COMMODITY-LEVEL  DATA  IS  AVAILABLE  FROM  NEW  AUTOMATED 
SYSTEMS. 
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PERSONAL  SERVICES  CONTRACTS 


*  ANNUAL  VOLUME  FOR  CCSF  APPROXIMATES 
$150  MILLION. 

*  SURVEYED  AGENCIES  DO  NOT  CENTRALIZE 
PERSONAL  SERVICES  CONTRACTING-  NEITHER 
DOES  SAN  FRANCISCO. 

*  FURTHER  STUDY  SHOULD  BE  UNDERTAKEN,  TO 
DETERMINE  IF  CENTRALIZATION  IS  PRACTICAL  OR 
COST-EFFECTIVE.  THIS  SHOULD  INCLUDE  A  COST- 
BENEFIT  ANALYSIS  AND  A  COMPARATIVE  ANALYSIS 
OF  HOW  OTHER  AGENCIES  MANAGE  PERSONAL 
SERVICES  CONTRACTS. 


(6) 


AUTOMATION  AND  PERFORMANCE 
MEASUREMENT  SYSTEMS 


THE  CITY  SHOULD  CONTINUE  TO  SUPPORT  IMPLEMENTATION 

OF  THE  AUTOMATED  PROCUREMENT  SYSTEM,  SO  THAT  COMMODITY 

DATA  CAN  BE  CAPTURED  FOR  DEVELOPMENT  OF  ANNUAL 

CONTRACTS. 
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SURVEY  OF  PUBLIC  PURCHASING  AGENCIES 

INTRODUCTION 


THE  PURCHASING  DEPARTMENT  FOR  THE  CITY  AND  COUNTY  OF  SAN  FRANCISCO 
(CCSF),  IN  CONJUCTION  WITH  THE  MAYOR'S  FISCAL  ADVISORY  COMMITTEE, 
CONDUCTED  A  SURVEY  OF  PUBLIC  PURCHASING  AGENCIES  IN  CALIFORNIA.    THE 
SURVEY  FOCUSED  ON  TWO  QUESTIONS: 

•  HOW  DO  SAN  FRANCISCO'S  WORKLOADS  AND  STAFFING  f-EVELS  COMPARE  WITH 
THOSE  OF  OTHER  CITIES  AND  COUNTIES? 

•  WHAT  METHODS  ARE  IN  USE  FOR  MEASURING  THE  PERFORMANCE  OF 
PURCHASING  FUNCTIONS? 

SIX  JURISDICTIONS  WERE  ASKED  TO  PARTICIPATE  IN  THE  SURVEY: 

CITY  OF  SAN  JOSE 
COUNTY  OF  SANTA  CLARA 

CITY  OF  LOS  ANGELES 
COUNTY  OF  LOS  ANGELES 

CITY  OF  SAN  DIEGO 
COUNTY  OF  SAN  DIEGO 

KEY  FINDINGS  AND  RECOMMENDATIONS  DRAWN  FROM  THE  SURVEY  ARE 
SUMMARIZED  ON  THE  FOLLOWING  PAGE.    DETAILED  SURVEY  RESULTS  ARE 
PRESENTED  IN  TABLES  1-3,  WITH  FINDINGS  AND  RECOMMENDATIONS  PRESENTED  ON 
THE  ACCOMPANYING   PAGES. 


SURVEY  OF  PUBLIC  PURCHASING  AGENCIES 

KEY  FINDINGS  AND  RECOMMENDATIONS 


SCOPE  OF  PURCHASING:   THE  SCOPE  OF  THE  CCSF  PURCHASING  FUNCTION  IS 
THE  BROADEST  OF  ALL  OF  THE  SURVEYED  AGENCIES,  WHICH  PLACES  GREATER 
DEMANDS  ON  PURCHASING  MANAGEMENT  AND  STAFF,  IN  COMPARISON  WITH 
AGENCIES  SERVING  FEWER  "CUSTOMERS." 

PERSONAL  SERVICES  CONTRACTS:    ALTHOUGH  THE  SURVEYED  AGENCIES 
GENERALLY  DO  NOT  HANDLE  PERSONAL  SERVICES  CONTRACTING,  IT  IS 
POSSIBLE  THAT  CENTRALIZED  CONTRACT  FORMULATION  AND  ADMINISTRATION 
OF  THE  AWARD  PROCESS  COULD  RESULT  IN  COST  SAVINGS.    THE  VOLUME  OF 
SUCH  CONTRACTING  IS  LARGE,  AND  THE  CITY  SHOULD  EVALUATE  THE 
POSSIBILITY  OF  CENTRALIZING  IT  WITHIN  PURCHASING.    STAFFING  WOULD  NEED 
TO  BE  PROVIDED  FOR  PURCHASING  TO  ASSUME  THIS  FUNCTION. 

DECENTRALIZATION  OF  STOREROOM  MANAGEMENT:    AS    RESPONSIBILITY  FOR 
MAINTAINING  $25  MILLION  IN  CITY  INVENTORIES  IS  DECENTRALIZED,  THE  CITY 
SHOULD  ENSURE  THAT  ADEQUATE  CONTROLS  ARE  MAINTAINED  BY 
DEPARTMENTS,  THROUGH  AUDITS  PERFORMED  BY  THE  CONTROLLER. 

USE  OF  ANNUAL  CONTRACTS:    PURCHASING  SHOULD  CONTINUE  TO  FOCUS 
EFFORTS  ON  EXPANDING  THE  USE  OF  ANNUAL  CONTRACTS.    ANNUAL 
CONTRACTS  ENABLE  DEPARTMENTS  TO  PLACE  PURCHASES  DIRECTLY,  THEREBY 
HELPING  PURCHASING'S  BUYING  STAFF  TO  GAIN  GREATER  CONTROL  OVER  THE 
WORKLOAD.    FURTHERMORE,  ANNUAL  CONTRACTS  WILL  RESULT  IN  COST 
SAVINGS  THROUGH  CONSOLIDATION  OF  PURCHASES. 

AUTOMATION  AND  PERFORMANCE  MEASURES:    IMPLEMENTATION  OF  THE 
AUTOMATED  PROCUREMENT  SYSTEM  SHOULD  CONTINUE  TO  BE  SUPPORTED,  SO 
THAT  COMMODITY  DATA  CAN  BE  CAPTURED  FOR  DEVELOPMENT  OF  ANNUAL 
CONTRACTS.    IN  ADDITION,  PURCHASING  SHOULD  MODIFY  THE  EXISTING 
DOCUMENT  TRACKING  SYSTEM  TO  REPORT  PERCENTAGE  PERFORMANCE  WITHIN 
TIME  THRESHOLDS. 


SURVEY  OF  PUBLIC  PURCHASING  AGENCIES 

SCOPE  OF  PURCHASING 

FINDINGS  (SEE   TABLE  1) 

•  THE  SCOPE  OF  THE  CCSF  PURCHASING  FUNCTION  IS  THE  BROADEST  OF  ALL  OF 
THE  SURVEYED  AGENCIES,  BECAUSE: 

••      SAN  FRANCISCO  IS  THE  ONLY  CHARTERED  CITY  AND  COUNTY  AMONG 
THESE  JURISDICTIONS; 

•  •      THE  PURCHASING  DEPARTMENT  ALSO  SUPPORTS  UTILITIES  MORE 

COMMONLY  OPERATED  THROUGH  SPECIAL  DISTRICTS  AND  AGENCIES 
(TRANSIT,  AIRPORT,  PORT,  WATER,  SEWAGE  TREATMENT)  . 

•  THE  SURVEYED  PURCHASING  DEPARTMENTS  ARE  CENTRALIZED.    IN  CONTRAST, 
CCSF  PURCHASING  STAFF  IS  DIVIDED  AMONG: 

••      CITY  HALL  CENTRAL  OFFICE; 

••      DECENTRALIZED  LOCATIONS  SERVING  SEVEN  MAJOR  DEPARTMENTS. 

•  THE  RANGE  OF  DEPARTMENTS  SERVED  PLACES  GREATER  DEMANDS  ON 
PURCHASING  MANAGEMENT  AND  STAFF,  IN  COMPARISON  WITH  AGENCIES 
HAVING  FEWER  "CUSTOMERS,"    FOR: 

••      COORDINATING  WITH  DEPARTMENTS  REGARDING  SERVICE  LEVELS, 
STAFFING,  POLICIES  AND  PROCEDURES,  AND  SPECIFIC  ISSUES; 

••       DEVELOPING  AND  MAINTAINING  BUYER  EXPERTISE  IN  COMMODITIES    USED 
BY  DEPARTMENTS; 

••       IDENTIFYING  AND  INTEGRATING  USAGE  ESTIMATES  ACROSS  DEPARTMENTS 
FOR  COMMONLY  USED  ITEMS,  FOR  PURPOSES  OF  CONSOLIDATED 
PURCHASING. 

RECOMMENDATIONS 

NONE 


SURVEY  OF  PUBLIC  PURCHASING  AGENCIES 

POLICIES  AND  FUNCTIONS 

FINDINGS  (SEE  TABLE  2) 

•  PERSONAL  SERVICES  CONTRACTS:    THE  SURVEYED  PURCHASING  DEPARTMENTS, 
AS  WELL  AS  CCSF  PURCHASING,  GENERALLY  DO  NOT  HANDLE  PERSONAL 
SERVICES  CONTRACTS.    THE  CCSF  PURCHASING  DEPARTMENT  HAS  ESTABLISHED 
A  MODEL  CONTRACT  AND  PROCEDURES  FOR  DEPARTMENTS  TO  HANDLE  THEIR 
OWN  PERSONAL  SERVICES  CONTRACTS;  HOWEVER,  PURCHASING  IS  NOT 
STAFFED  TO  FORMULATE  SUCH  CONTRACTS  FOR  DEPARTMENTS  OR  TO 
ADMINISTER  THE  EVALUATION  AND  AWARD  PROCESS. 

•  PO/INVOICE  MATCHING:    NONE  OF  THE  SURVEYED  AGENCIES  DIRECTLY 
PERFORMS  PO/INVOICE  MATCHING  FUNCTIONS,  WHICH  ARE  TYPICALLY 
HANDLED  IN  CONTROLLER  OR  ACCOUNTING  OFFICES. 

WHILE  CCSF  PURCHASING  CURRENTLY  PERFORMS  PO/INVOICE  MATCHING,  IT  IS 
EXPECTED  THAT  THIS  WILL  EVOLVE  INTO  THE  CONTROLLER'S  OFFICE,  IN 
CONJUNCTION  WITH  AUTOMATION  OF  THE  FUNCTION. 

•  STOREKEEPING:    AT  PRESENT,  CCSF  PURCHASING  MANAGES  DEPARTMENTAL 
STOREROOMS  HAVING  A  TOTAL  INVENTORY  OF  APPROXIMATELY  $25  MILLION. 

IN  FY  92/93,  DEPARTMENTS  WILL  ASSUME  RESPONSIBILITY  FOR  THEIR  OWN 
INVENTORIES  AND  STOREROOMS  (ASSUMING  PASSAGE  OF  PROPOSITION  H  ON 
THE  JUNE  BALLOT).    THE  CONTROLLER'S  OFFICE  WILL  ASSUME  THE  FUNCTION  OF 
AUDITING  STOREROOM  INVENTORIES  AND  CONTROLS. 

•  REQUISITION  SCHEDULES:   THE  SURVEY  ASKED  ABOUT  REQUISITION  SCHEDULES, 
THE  USE  OF  WHICH  WAS  RECOMMENDED  IN  A  RECENT  CONSULTANT  REPORT 
RECEIVED  BY  PURCHASING.    IT  WAS  FOUND  THAT  NONE  OF  THE  SURVEYED 
AGENCIES  EMPLOYS  A  REQUISITION  SCHEDULE,  OTHER  THAN  IMPOSING  YEAR- 
END  DEADLINES. 


SURVEY  OF  PUBLIC  PURCHASING  AGENCIES 

POLICIES  AND  FUNCTIONS 

RECOMMENDATIONS 

•  PERSONAL  SERVICES  CONTRACTS:    ALTHOUGH  THE  SURVEYED  AGENCIES 
GENERALLY  DO  NOT  HANDLE  PERSONAL  SERVICES  CONTRACTING,  IT  IS 
POSSIBLE  THAT  CENTRALIZED  CONTRACT  FORMULATION  AND  ADMINISTRATION 
OF  THE  AWARD  PROCESS  COULD  RESULT  IN  COST  SAVINGS.    THE  VOLUME  OF 
SUCH  CONTRACTING  IS  LARGE,  AND  THE  CITY  SHOULD  EVALUATE  THE 
POSSIBILITY  OF  CENTRALIZING  IT  WITHIN  PURCHASING.    STAFFING  WOULD  NEED 
TO  BE  PROVIDED  FOR  PURCHASING  TO  ASSUME  THIS  FUNCTION. 

•  DECENTRALIZATION  OF  STOREROOM  MANAGEMENT:    AS    RESPONSIBILITY  FOR 
MAINTAINING  $25  MILLION  IN  CITY  INVENTORIES  IS  DECENTRALIZED,  THE  CITY 
SHOULD  ENSURE  THAT  ADEQUATE  CONTROLS  ARE  MAINTAINED  BY 
DEPARTMENTS,  THROUGH  AUDITS  PERFORMED  BY  THE  CONTROLLER'S  OFFICE. 


SURVEY  OF  PUBLIC  PURCHASING  AGENCIES 

PERFORMANCE  MEASURES 


FINDINGS 

•  ONLY  TWO  SURVEYED  AGENCIES  REPORTED  THAT  THEY  HAVE  A  FORMAL 
PERFORMANCE  MEASUREMENT  SYSTEM: 

••   THE  CITY  OF  SAN  DIEGO  HAS  A  FORMAL  QUARTERLY  PERFORMANCE 

REPORTING  SYSTEM  FOR  ALL  DEPARTMENTS,  ADMINISTERED  BY  THE  CITY 
MANAGER'S  OFFICE.  THE  PURCHASING  DEPARTMENT  REPORTS  REQUISITION 
TURNAROUND  TIME  AND  MBE/WBE  PARTICIPATION. 

••   THE  CITY  OF  LOS  ANGELES  REPORTS  MBE/WBE  DATA  TO  CITY  POLICY 
MAKING  BODIES.  THEY  ALSO  TRACK  BID  TURNAROUND  TIME. 

•  THE  CCSF  PURCHASING  MEASUREMENT  SYSTEM  CONSISTS  OF: 

••   REQUISITION  TURNAROUND  TIME,  BY  TYPE  OF  AWARDING  AUTHORITY 
••   MBE/WBE  PARTICIPATION,  REPORTED  QUARTERLY  TO  THE  MAYOR 
••   USER  SATISFACTION  SURVEY  RATINGS 

RECOMMENDATIONS 

•  AS  PART  OF  THE  DEPARTMENT'S  AUTOMATION  WORK,  PURCHASING  SHOULD 
MODIFY  THE  EXISTING  DOCUMENT  TRACKING    SYSTEM  TO  REPORT  PERCENTAGE 
PERFORMANCE  WITHIN  VARIOUS  TIME  THRESHOLDS. 
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SURVEY  OF  PUBLIC  PURCHASING  AGENCIES 

STAFFING  AND  WORKLOAD  ANALYSIS 

FINDINGS  (SEE  TABLE  3) 

•  STAFFING  COMPOSITION:    THERE  IS  VERY  WIDE  VARIATION  ACROSS  THE 
SURVEYED  AGENCIES  IN  TERMS  OF  STAFFING  COMPOSITION: 

•  •      BUYERS/MANAGER  RANGES  FROM  3.33  TO  7.00; 

•  •       BUYERS/SUPPORT  STAFF  RANGES  FROM  0.82  TO  8.40. 
CCSF  PURCHASING'S  STAFFING  FALLS  WITHIN  THESE  RANGES. 

•  ANNUAL  PURCHASING  VOLUME:    INCLUDING  CCSF,  THREE  OF  THE  FOUR 
AGGREGATE  CITY/COUNTY  GROUPS  ARE  CLOSE  IN  ANNUAL  VOLUME: 

••      CCSF  $181   MILLION 

••      CITY  OF  SAN  JOSE  $151   MILLION 

COUNTY  OF  SANTA  CLARA 

••      CITY  OF  SAN  DIEGO  $183  MILLION 

COUNTY  OF  SAN  DIEGO 

OF  THESE  THREE,  CCSF  PURCHASING  HAS  THE  SMALLEST  STAFF  AT  THE 
MANAGEMENT  AND  BUYER  LEVELS. 

THE  CITY  AND  THE  COUNTY  OF  LOS  ANGELES  TOGETHER  PURCHASE  MORE  THAN 
ALL  OTHER  AGENCIES  COMBINED,  INCLUDING  CCSF;  HOWEVER: 

•  •       OF  THE  CITY  OF  LOS  ANGELES'  $305  MILLION  ANNUAL  VOLUME, 

$225  MILLION  IS  PURCHASED  DIRECTLY  BY  DEPARTMENTS  AGAINST 
ANNUAL  CONTRACTS  ESTABLISHED  BY  THE  PURCHASING  DEPARTMENT; 

•  •      FOR  THE  COUNTY  OF  LOS  ANGELES,  $180  MILLION  OF  THE 

$400  MILLION  ANNUAL  VOLUME  IS  PURCHASED  DIRECTLY  BY  DEPARTMENTS 
AGAINST  ANNUAL  CONTRACTS. 


SURVEY  OF  PUBLIC  PURCHASING  AGENCIES 

STAFFING  AND  WORKLOAD  ANALYSIS 

FINDINGS  (CONTINUED) 

•  USE  OF  ANNUAL  CONTRACTS:    AS  DESCRIBED  ABOVE,  BOTH  THE  CITY  AND  THE 
COUNTY  OF  LOS  ANGELES  RELY  HEAVILY  ON  ANNUAL  CONTRACTS  FOR  DIRECT 
PURCHASING  BY  DEPARTMENTS.    THEY  INDICATED  THAT,  WITHOUT  ANNUAL 
CONTRACTS,  THEIR  STAFF  WOULD  NOT  BE  ABLE  TO  HANDLE  THE  VOLUME  OF 
PURCHASING. 

CCSF  PURCHASING  ALSO  EMPLOYS  ANNUAL  CONTRACTS,  FOR  ROUGHLY 
$50  MILLION  OF  ITS  $181   MILLION  ANNUAL  VOLUME.    THE  DEPARTMENT  IS 
CURRENTLY  IMPLEMENTING  AN  AUTOMATED  PROCUREMENT  SYSTEM,  WHICH 
WILL  SUPPORT  EXPANDED  USE  OF  ANNUAL  CONTRACTS  IN  AREAS  NOT  ALREADY 
COVERED. 

THROUGH  THE  END  OF  FY  91/92,  THE  DEPARTMENT  WILL  HAVE  EXPENDED 
APPROXIMATELY  $900,000  FOR  SYSTEMS  DEVELOPMENT  AND 
IMPLEMENTATION,  AND  AN  ADDITIONAL  $300,000  ARE  NEEDED  IN 
FY  92/93.    THE  DEPARTMENT  ESTIMATES  THAT  $1.5  MILLION  IN  ANNUAL 
BENEFITS  COULD  BE  REALIZED  WHEN  THE  SYSTEM  IS  FULLY  OPERATIONAL. 
THESE  BENEFITS  ARE  DUE  PRIMARILY  TO  INCREASED  CONSOLIDATION  OF 
PURCHASES  THROUGH  USAGE  OF  ANNUAL  CONTRACTS. 

RECOMMENDATIONS 

•  USE  OF  ANNUAL  CONTRACTS:    PURCHASING  SHOULD  CONTINUE  TO  FOCUS 
EFFORTS  ON  EXPANDING  THE  USE  OF  ANNUAL  CONTRACTS.    ANNUAL 
CONTRACTS  ENABLE  DEPARTMENTS  TO  PLACE  PURCHASES  DIRECTLY,  THEREBY 
HELPING  PURCHASING'S  BUYING  STAFF  TO  ACHIEVE  BETTER  CONTROL  OVER  THE 
WORKLOAD.    FURTHERMORE,  ANNUAL  CONTRACTS  CAN  RESULT  IN  COST 
SAVINGS  THROUGH  CONSOLIDATION  OF  PURCHASES. 

•  AUTOMATION:     IMPLEMENTATION  OF  THE  AUTOMATED  PROCUREMENT  SYSTEM 
SHOULD  CONTINUE  TO  BE  SUPPORTED,  SO  THAT  COMMODITY  DATA  CAN  BE 
CAPTURED  FOR  DEVELOPMENT  OF  ANNUAL  CONTRACTS. 
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Mayor's  Fiscal  Advisory  Committee 
(MFAC) 


City  and  County  of  San  Francisco 


Municipal  Court 


MAYOR'S  FISCAL  ADVISORY  COMMITTEE 
COST  AND  REVENUE  TREND 
FISCAL  MODEL  PROJECT 


MUNICIPAL  COURT 


* 


TRENDS  IN  TOTAL  REVENUE 

Actual  Forecast 

1987    1988    1989    1990    1991      1992    1993    1994     1995     1996 
1,504  1,487    1,444   1,828   1,966     2,113   2,272   2,443    2,627    2,825 

EXPENDITURES  (General  Fund  Subsidy) 

Actual  Forecast 

1987    1988    1989    1990    1991     1992     1993     1994    1995    1996 
13,214  13,754  16,220  17,759  19,948   22,165   25,158   28,966  33,864  40,219 

REPORT  HIGHLIGHTS 

The  Municipal  Court,  as  part  of  t.he  judicial  branch  of 
government,  is  independent  from  the  Mayor's  Office  and  from  The 
Board  of  Supervisors. 

The  State  is  a  major  source  of  funding,  e.g.,  of  the  Court's 
roughly  $20  million  dollar  budget,  approximately  $13  million 
comes  from  the  State  pursuant  to  the  Trial  Court  Funding  Act. 

As  a  result  of  legislation  enacted  in  1991  (The  Trial  Court 
Realignment  And  Efficiency  Act  of  1991)  significant  changes  in 
the  way  courts  are  managed  are  in  process.   It  is  quite  possible 
that  in  the  future  the  courts  may  be  funded  entirely  by  the 
State. 

Not  categorized  under  the  Municipal  Court  budget,  but 
collected  by  he  Municipal  Court  are  fines  and  other  receipts 
amounting  to  roughly  $45  million  dollars  a  year.   Parking  fines 
represent  the  largest  component  of  these  receipts  (approximately 
$38  million  in  FY  89-90).   Traffic  fines  for  moving  violations 
are  the  next  largest  component  (approximately  $4.2  million  in  FY 
89-90)  . 

The  number  of  parking  tickets  being  processed  has  declined 
in  recent  years  from  about  $3  million  in  88-89  to  about  $2.5 


20414677 

022592  1. 


million  in  89-90,  and  to  about  $2.3  million  in  90-91,  so  that 
although  fines  have  been  increased  substantially,  parking  ticket 
revenues  have  remained  constant. 

There  is  no  coordinated  program  for  the  collection  of  fines, 
There  are  approximately  $30  million  dollars  of  uncollected  fines 
and  forfeitures. 


SELECTED  POLICY  OPTIONS  FOR  THE  CITY 

Instituting  an  effective  program  to  collect  fines.   The  City 
of  Chicago  has  realized  a  very  impressive  improvement  in  fine 
collection  by  involving  the  private  sector.   The  Chicago  program 
and  experience  should  be  evaluated  for  the  potential  of  a  like 
program  for  San  Francisco. 

At  the  very  least  better  information  flow  between  the  Court 
and  other  City  departments  would  help  improve  fine  collection. 
For  example,  if  the  Tax  Collector  had  a  terminal  connected  to  the 
Court's  system,  the  Tax  Collector  could  know  whether  an  applicant 
for  a  permit  owed  any  fines  and  require  that  they  be  paid  as  a 
condition  of  issue  of  the  permit. 
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